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From ancient times the Scandinavian peoples have been, in a 
prominent degree, engaged in shipping. In that way they intrc- 
duced themselves for the first time into the history of Western 
Europe, in a rather violent manner by the viking expeditions ; 
while the Norwegians, or Norwegian colonists, discovered Ice- 
land, Greenland, and even the North American continent nearly 
five centuries before the discoveries of Columbus. And in our day 
the Scandinavian flags, covering a seafaring trade far beyond 
what might be expected from the small population of these coun- 
tries, wave in every part of the world. 

The first viking expedition on record occurred in the year 

93, small numbers of those seafarers arriving from the west of 
Norway at northern parts of the British Isles. Some authors 
set the first expedition in the year 787, when three vessels, prob- 
ably Danish, are said to have made an assault upon the Dorset 
coast in the south of England; but this seems to have been at 
a later date." 

During about two hundred years crowds of vikings harried 
the shores of western Europe, particularly the British Isles and 
France. From Denmark and the southern parts of Norway they 
generally proceeded along the coasts of Germany and through 
the Channel, while the expeditions from western Norway sailed 


*G. StorM, Xritiske Bidrag til Vikingetidens Historie. Kristiania, 1878. 
VoL. I, No. 3. 
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to Scotland and round its north coast to the west of England 
and to Ireland. The Swedish expeditions, on the other hand, 
were for the most part confined to the Baltic. Apart from these 
commonly frequented regions, the Scandinavian seafarers of those 
ages sometimes also sailed down the Mediterranean, even as far 
as Constantinople. The Swedes, too, came to that great met- 
ropolis of the Byzantine empire, but by quite another way, namely 
from Russia down the river Dnieper and the Black Sea. They 
even sailed down the Volga into the Caspian Sea, where they 
plundered the Persian coasts (Aserbeidjan). In a northwestern 
direction the Norwegians reached, as we have already mentioned, 
the coasts of North America. 

The introduction of Christianity (about 1000 A. D.) gradu- 
ally put an end to the viking expeditions in their old form. But 
in each of the three Scandinavian kingdoms the naval force con- 
tinued to be the most essential part of their military strength. 
Thus the Norwegian king, Haakon Haakonsen, who lived in the 
first half of the thirteenth century, possessed a strong royal fleet 
consisting of 40-50 large vessels besides some hundreds of /eding 
vessels to be levied in case of war. The royal fleet was kept up 
under his successors until the beginning of the fourteenth century, 
but after the peace of Copenhagen, 1309, which put an end toa 
long period of war between Norway and Denmark, it was neglected 
and fell into decay. 

The formation of the Hanseatic League (1241), led to com- 
mercial and political relations, which in course of time exercised 
a pernicious influence on the trade and shipping, not only of 
Norway, but also of the two other Scandinavian kingdoms. 

Several circumstances contributed to make the commercial 
supremacy of the Hansa felt most severely in Norway. The 
country was exhausted in consequence of the constant civil and 
other wars. The nobility was weakened. There was no class 
of merchants; the small towns which existed, besides Bergen, 
being chiefly inhabited by poor artisans, fishermen, and the like. 
Thus there was nothing to oppose the capitalistic influence of 
the wealthy and extremely well organized Hansa. This disad- 
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vantageous position was, in the middle of the fourteenth century, 
greatly aggravated by the frightful pestilence called the “black 
death,” which perhaps in no country did more ravage than in 
Norway; where it is estimated according to the best sources about 
one-third of the inhabitants were swept away’, while contempor- 
ary chronologists put the loss at two-thirds. At all events. this 
was a most formidable blow for very thinly populated Norway, 
which for a long time was entirely paralyzed by its effects. No 
wonder, that under such circumstances the powerful Hanseatic 
League could establish a supremacy, or rather a monopoly, over 
the trade and shipping of Norway, and that they obtained, partly 
by negotiating, partly by usurping, privileges which rendered it 
still more difficult for the citizens to take an active part in the 
commerce. In the principal town, Bergen, the Hanseatic traders 
founded a mighty colony, a state in the state, which entirely 
controlled the trade. 

In the course of the 16th century, and particularly after 1550, 
the Norwegians, however, began to emancipate themselves from 
this commercial yoke. In the meantime another foreign nation, 
the Hollanders, had commenced trading with Norway—a com- 
merce which can be traced back to the middle of the fifteenth cen- 
tury —and they contrived, after some lapse of time, to supersede 
the Hanseatic traders. Their commerce was, however, of a dif- 
ferent and not so exclusive a character. The Hollanders brought 
about an increasing and very important shipment of timber, chiefly 
from the southern part of Norway, the amount of which has been 
computed at only 2428 “‘lasts’’* in 1528, but at 14,385 lasts about 
1560, and 44,892 lasts in the first decades of the seventeenth cen- 
tury.3 Both the rural districts and the towns derived advantage 
from this commerce and many of our towns date their first begin- 
nings as loading places for timber from that period. 

*F. E. Sars, “Folkemengdens Bevegelse i Norge, 13.-17. Aarhundrede.” 
Historisk Tidskrift. ii. p. 281 et seq. 

* A measure corresponding to something more than 2 register tons. 


3L. J. Voct, “Om Norges Udférsel af Trelast i eldre Tider.” Norsk Historisk 
Tidshrift. ii. 5. Pp. 337. 
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In the seventeenth century the export of timber from Nor- 
way was very large. By far the greater part of it went to Holland, 
which in those times, not only consumed large quantities for con- 
struction of buildings in its own prosperous towns, but also 
formed a staple-market, where the foreign timber was sawn up 
into boards and deals for re-exportation to other countries, such 
as France, Spain, and the like. A good deal of timber was also 
exported from Norway to England direct, and in the years sub- 
sequent to the great fire of London in 1666 it was a saying that 
“the Norwegians warmed themselves very well at that fire.” 

In the earlier period of the Dutch timber trade, the Holland- 
ers fetched the timber in their own ships, trading with the peas- 
ants on very cheap terms and leaving scarcely any profit, either 
for the merchants or for the shipping trade of Norway. This 
state of things however, gradually changed. Legislative meas- 
ures, combined with the natural development of the trade— 
particularly owing to the thinning of the forests situated along 
the coasts, and to the necessity of floating the timber from the 
interior—contributed more and more to draw the export to the 
towns, particularly since 1662, and at the same time the Nor- 
wegians began to take 2. more active part in the shipping of the 
timber. 

The celebrated English Navigation act of Cromwell (1651) 
was beneficial to the Norwegian shipping, by driving the Holland- 
ers out of the carrying trade between Norway and Great Britain. 

In those days when the mercantile marine of Holland stood 
at the height of its glory, surpassing by far even the tonnage of 
all other European nations together, Great Britain included, 
their vessels were to a large extent manned by Scandinavian 
sailors, particularly Norwegians, with whom the Hollanders had 
very close connections. Yet many Norwegians were also hired 
as sailors on British ships.” 

The growth of Norway’s own mercantile marine during the 
seventeenth and eighteenth centuries may be illustrated by some 
statistical facts. 


*L. Daa, Nordmends Udvandringer til Holland og England. 
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According to a report drawn up by the Swedish ambassador 
in Copenhagen, Mr. Durell, Norway possessed in 1650 only 50 
vessels measuring above 88 lasts(z.¢. about 200 tons). At the 
end of the same century this number seems to have nearly 
doubled itself. In the subsequent twenty years the commercial 
marine suffered heavy losses owing to warfare, a large part of 
the vessels being captured by the Swedes. After the re-establish- 
ment of peace in 1720 there was a slow progress, and the tonnage 
had in 1750 perhaps again advanced to the same level as in 1700. 
An account for the year 1748 gives 94 vessels of 100 lasts or 
more, the total number of smaller or larger vessels being 568" 
measuring 25,000 to 26,000 lasts or about 60,000 tons. 

This number does not seem to have undergone any material 
change during the next thirty years. There exist records from 
1767, 1777 and 1778, which vary from 594 to 519 vessels and 
25,394 to 24,704 lasts. But from that time there was a large 
increase, the last quarter of the eighteenth century being a very 
prosperous period for the trade and shipping of Norway. During 
the American war of Independence and the wars succeeding the 
French revolution, the neutral vessels derived great advantage 
from the high rate of freights prevailing at the time. Commerce 
and shipping flourished and the tonnage had already in 1792 
increased to 45,511 lasts and in 1806 even to 74,824 lasts or 
nearly 180,000 register tons. It is true, that this large increase 
has been partially attributed to the circumstance, that some 
foreign vessels were registered in Norway for obtaining the 
advantage to be derived by sailing under a neutral flag; but even 
if we admit that this may have had some little influence on the 
figures, there can be no doubt but that the chief part of the 
great progress, which appears from these statistics, was real. 

This period, which is also characterised by important liberal 
reforms in the commercial policy, was the most prosperous which 
Norway had hitherto had. The trade increased and assumed 
more and more an active character, while even so late as 1770 
the export from Drammen, then the largest shipping place for 


* A. SCHWEIGAARD, Norges Statistik. (Kristiania, 1840.) p. 127-129. 
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timber, was chiefly carried on in Dutch vessels. The progress 
culminated in the years 1804-1806, when large fortunes were 
made in most of the Norwegian towns. But the great profits 
led, as is usually the case, to overspeculation and was suddenly 
turned into deep distress by the outbreak of war with England 
in 1807. The war lasted until 1814, mitigated in the years 1810- 
1812, to some extent, by the English license system, by which 
Norwegian vessels were permitted to carry cargoes into British 
ports. This licensed commerce brought, however, no lasting 
advantage, though Norwegian products, particularly timber, were 
sold at very high prices owing to the closing of the Baltic ports. 
Thus it is not surprising that the tonnage of the mercantile marine 
of Norway fell from 74,824 lasts in 1806 to 53,734 lasts in 1809; 
and it is rather astonishing that in 1814 it reached so much as 
69,092 lasts (7. ¢. about 165,000 tons). 

With the restoration of peace and the re-acquirement of the 
political independence of Norway, in 1814, begins a new era of 
the Norwegian shipping ; but before proceeding to the considera- 
tion of the later development, I will now give a brief sketch 
of the history of the Swedish and Danish shipping in earlier 
times. 

The seafaring trade of Sweden’ was originally mostly con- 
fined to the Baltic; its present west coast belonged then partly 
to Denmark and partly to Norway, and there existed on that 
side only one Swedish port, ‘“ Lodése” in the neighbourhood of 
the present city of Gothenburg. A very important seaport in 
the eleventh and following centuries was Wisby, on the Isle of 
Gotland, once the most celebrated seaport in the Baltic, with a 
very extensive trade and shipping, chiefly in Russian produce. 
The principal staple place for the Swedish products was 
Stockholm, the commerce of which was in the hands of Han- 
seatic traders. Yet the power of the Hanseatic League, of which 
Wisby formed a link, was not so overwhelming as in Norway. 
In order to emancipate the Swedish trade from the Hansa, king 


* Amongst other sources I may here particularly quote SILLEN, Svenska Handelns 
och Néringarnes Historie till @r 1809. (Stockholm, 1886.) 
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Gustaf Wasa (1523-1560) concluded an alliance with the Dutch, 
who, ever since the twelfth century, had carried on a very brisk 
trade in all the Baltic ports. The chief article of export was 
timber, while salt was a very prominent article of import into 
Sweden. As a curious incident from those times it may be 
mentioned that the Swedes, in the beginning of 1566, captured 
no less than two hundred salt laden vessels outside Falsterbo (in 
kaane), although they were convoyed by 36 Danish vessels." 
It is a well known fact, that the shipping trade of the middle 
ages, and even to the end of the eighteenth century, was chiefly 
carried on in fleets consisting of a large number of vessels. 

The number of Dutch vessels sailing in the Baltic is given at 
500 to 600 in the sixteenth century and at 1,000 in the begin- 
ning of the seventeenth, while in 1640 about 1,600 Dutch vessels 
passed the Sound. 

The mercantile marine of Sweden is said to have consisted in 
1559 of no more than 62 vessels measuring about 6,000 tons in 
all; and it had been still less in the preceding years.* During the 
next turbulent period the marine fell into such a state of decay, 
that, for instance, Stockholm, which owned 18 vessels in 1559, 
did not possess a single one in 1614. Under the reign of Gus- 
tavus Adolphus and probably during the greater part of the 17th 
century, the shipping trade of Sweden was on the increase not- 
withstanding the manifold hindrances laid by the Danes against 
Swedish vessels passing the Sound, and also by the Dutch, who 
with no less jealousy opposed the development of the Swedish 
shipping. 

The influence of the Dutch, which also in Sweden had 
received a heavy blow by the English navigation law, was still 
prevalent in the Baltic during the first two decades of the 18th 
century ; but from that time they were more and more surpassed 
by the English. 

For the sake of promoting the trade and navigation of the 
Swedish capital, very heavy restrictions had been laid on the 


*MULLER, Sdkrigshistorie. (Kristiania, 1863.) 
? AGARDH AND LJUNGBERG, Statsdkonomisk Statistik. iv. p. 334. 
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ports situated at the Gulf of Bothnia, particularly since 1636. 
No foreign vessel was permitted to trade with any port north of 
Stockholm and Abo, nor was it permitted those unhappy ports — 
in our time the seat of a most important commerce and naviga- 
tion—themselves to possess any vessel trading with foreign 
countries. This unnatural restraint was abolished in 1765." 

In the middle of the seventeenth century the Swedes made 
several endeavors to promote an oversea trade. Thus in 1631 a 
colony was formed in North America by Swedish settlers, who 
took possession of a tract of land situated on the Delaware river,’ 
and in 1649 an African company was started intending to trade 
with the coast of Guinea. Both these attempts were, however, 
after the lapse of a few years, frustrated by attacks of the Dutch 
and the English, who, in the years 1650-1653 seized 23 Swedish 
vessels, seven of which belonged to the African company. In 
the next century there existed a Swedish East-Indian company, 
created in 1731 and lasting until 1813, but which seems never to 
have gained much importance. About the same was the case 
with the trade with the West Indies colony, St. Barthelemy, 
acquired by Sweden in connection with a commercial treaty with 
France in 1784. 

The number of vessels belonging to Sweden in the years suc- 
ceeding the death of Charles XII (1718) is variously indicated ; 
but the most credible figure seems to be that of 209 vessels, of 
which only 19 were of 100 lasts or more.3 In 1724 a navigation 
law after the English model (“product-plakatet”) was intro- 
duced, and it is said that the number of vessels increased very 
much in consequence, so that in 17274 it already reached 480. 
The first reliable account of the number and tonnage of vessels 
seems, however, to be that of 1795, given in the official statistical 
tables. In that year the ‘‘stapelstader” (7. ¢. privileged cities) 
possessed 721 vessels measuring 46,005 lasts or about 82,800 
tons. The number of vessels seems, on the whole, to have been 


*MaGnus HOvER, Xonungariket Sverige. iii. pp. 84 and 89. 
? AGARDH AND LJUNGBERG. iv. p. 320. 
3 AGARDH AND LJUNGBERG. iv. p. 320. 4 [bid, p. 334. 
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increasing during the different vicissitudes of the eighteenth 
century. As with the Norwegian and the Danish shipping, the 
progress was probably greatest in the last quarter of the céntury, 
although Sweden perhaps did not derive quite so much advan- 
tage from the favorable conditions of that period as the two other 
Scandinavian countries. On the other hand, we find that the 
mercantile marine of Sweden continued to increase without any 
serious interruption until 1815, when the tonnage of the “stapel- 
stader’”” was as much as 95,600 tons, and the total tonnage, 
including other towns and shipowning places in the rural districts, 
probably exceeded 150,000 tons. 


The shipping of Denmark seems to have been, in some periods 
of its ancient history, perhaps more prominent than either of the 
two sister kingdoms. At the time of Canute the Great (1015- 
1035) the Danish rule extended from England in the west even 
to the eastern part of Prussia, thus commanding both the North 
Sea and the Baltic, and in a similar way, although on a more 
limited scale, Waldemar the Great and his successors in the last 
part of the twelfth and in the first decades of the thirteenth 
century, ruled over great parts of the Baltic coasts of Germany 
and extended their sway as far as Esthland. 

But at other periods Denmark exhibits the same sad spec- 
tacle of civil wars and ruinous decay as the two other Scandina- 
vian kingdoms, particularly Norway, have done at times. 

The commercial and political influence of the Hanseatic 
League was very great in the thirteenth and subsequent centu- 
ries. They were first attracted to Denmark by the rich herring 
fisheries on the coasts of Skaane, then a Danish province. As 
in Norway, the citizens in the towns of Denmark were during 
the middle ages quite unable to hold their own against the 
Germans. During the reign of Waldemar Atterdag, after the 
devastation by the pestilence, Denmark was several times 
engaged in bloody wars with the Hansa, and repeatedly invaded 
by the Germans. On one occasion 77 different declarations of 
war from as many Hanseatic cities were simultaneously delivered 
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to the king, who was at last compelled to leave his kingdom for 
four years and accept a humiliating peace (1369-1370), which 
affordéd the Hanseatic traders great privileges. But the 
Danes emancipated themselves more and more, particularly after 
the beginning of the sixteenth century, when Copenhagen, 
founded under Waldemar the Great by the celebrated bishop 
Absalon, rose to be an important commercial and maritime city. 

After the Hansa, the Dutch and the English gained influ- 
ence over the Danish trade, without, however, creating such a 
supremacy as the Germans had attained. : 

The collecting, by the Danish kings, of the Sound dues, which 
were levied on all vessels making the passage to or from the 
Baltic, of course gave much displeasure to the foreign traders, 
and occasionally to serious conflicts. This duty, which is 
stated to have existed already in the thirteenth century, was, 
for fiscal reasons, considerably raised during the reign of Chris- 
tian the Fourth (1588-1648), but he was compelled by the 
Swedes jointly with the Dutch to reduce it materially, with the 
result that the tax, instead of 528,000 rigs-dollars, did not pro- 
duce more than 80,000. In the year 1500 it is said to have been 
no more than between 3,000 and 4,000 florins. With the growing 
Baltic trade the revenue was, however, in course of time very 
much increased, and amounted during the last four years pre- 
vious to its abolition (in 1857) to about 3,864,000 kroner, or a 
little more than one million of dollars, yearly. The amount to 
be paid to Denmark for the repeal of this tax was stipulated at 
35 millions of kroner, distributed proportionally among the dif- 
ferent maritime powers. 

After the example of England and Holland, the kings of 
Denmark made several endeavors to establish trade between 
Denmark and the East and the West Indies, the first attempts 
in this direction dating from 1618. Of these connections the 
trade with the Danish West Indian colonies, commencing in 
1671 after the occupation of the island of St. Thomas and St. 
Jan, was at certain periods rather important, which may be seen 
from the fact that in 1761 the number of vessels cleared from 





DEVELOPMENT OF SCANDINAVIAN SHIPPING. 339 


Denmark for the West Indies was no less than 52. During 
the years 1760-1770 there arrived at Copenhagen annually 20 to 
30 vessels, measuring in the aggregate about 4,000 tons, charged 
with sugar from St. Croix. And in 1782 there were delivered 246 
ships’ passports for Danish and Norwegian vessels engaged in 
the West Indian trade.* After 1783, however, this trade declined 
and was in 1807 entirely stopped by the outbreak of the war 
with England. 

During the first twenty years of the eighteenth century the mer- 
cantile marine of Denmark suffered severe losses by Swedish priva- 
teers, and it decreased during that period so much, that, notwith- 
standing the progress which later took place, it hardly recovered 
its former height until the middle of the century. In 1748 Denmark 
proper possessed 793 vessels, measuring nearly 40,000 tons.? From 
that time begins an upward movement, which, in Denmark as in 
Norway, was most pronounced in the year 1776-1806, during 
which period the tonnage increased to nearly 90,000 tons includ- 
ing vessels under 20 tons.3 But the flourishing condition of those 
years was suddenly interrupted in 1807, when began a disastrous 
period of which we have already spoken in connection with the 
history of Norwegian shipping. The tonnage of the mercantile 
marine of Denmark at the end of 1814 may be estimated at 
between 70,000 and 80,000 tons.‘ 

Taking a broad view over the whole period extending from 
the viking age to 1814, the comparison of the three Scandinav- 
ian nations in regard to the relative importance of their shipping 
gives the following results :-— 

In the earliest part of the period the Danes seem, as a rule, 
to have possessed a larger number of vessels and a greater mari- 
time strength than either the Norwegians or the Swedes. It 
ought, however, to be remembered, that the territory of Den- 


* FALBE HANSEN AND W. SCHARLING, Danmarks Statistik. iii. 2 Ibid. 


3 /bid. p. 491; with addition of 20 per cent for difference in the admeasurement of 
tonnage. (See RUBIN, 1807-14, Studier til Kjobenhavns og Danmarks Historie, 
1892, p. 54.) 


4 Statistique internationale, ii. tableaux p. 51, note 4. 
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mark was larger then than now. This superiority was, on the 
whole, maintained in most of the following centuries, except 
certain periods when the Norwegians were more prominent. 
From the thirteenth to the sixteenth century there was, as 
mentioned before, a general decline along the whole line. The 
rising export of timber helped forward the Norwegian ship- 
ing considerably, and in the latter part of the seventeenth 
century Norway possessed a somewhat larger tonnage than 
Denmark,’ and either of these countries a much larger tonnage 
than Sweden, which in that respect seems to have been very 
inferior.” 

In the middle of the eighteenth century the shipping of 
Norway was represented by nearly 60,000 tons, and that of Den- 
mark by about 40,000 tons. The tonnage of Sweden had in the 
meantime considerably increased. 

In 1815 Norway owned about 170,000 tons and Sweden 
somewhat more than 150,000, while the mercantile marine of 
Denmark probably did not reach more than half that, z.¢., 70,000 
to 80,000 tons. 

We will now consider the new era inaugurated in 1814, and 
for which we have the advantage of basing our studies upon 
reliable and, on the whole, complete statistical facts, the lack of 
which has been often felt in the preparation of the forgoing 


pages. 


There are two events, which, more than anything else have 
exercised a marked influence on the development of shipping 
in our century, namely, first, the repeal of the English naviga- 
tion laws, and, secondly, the introduction of steam vessels. The 
first event took place in the year 1849, the bill in question being 
approved by the queen on June 26th of that year. The application 
of steam in the seafaring trade has been introduced gradually, 
and it is therefore very difficult to indicate any definite year from 

* Ho_m, Danmark - Norges indre Historie, 1660-1720. (Kjébenhavn, 1886.) pp- 
460 - 461. 

? See above, p. 335. 
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which the era of steam is to be reckoned. On the whole, 
however, it may be said, that steam vessels gained preponder- 
ance over sailing vessels after the year 1879 or thereabout, 
considering the effective carrying power of both in the naviga- 
tion of all countries. Particularly for the trades in which the 
Scandinavian vessels were mostly employed, the last named year 
may be considered as the turning point, since which thecompetition 
of steam has been most seriously felt. We have therefore found it 
convenient to divide the interval between 1814 and the present 
time into three periods: the first from 1815 to 1850, the second 
frem 1850 to 1880, and the third from 1880 to the present 
time. 

During the first ten years after 1814 there was a general 
decline of the mercantile marine of most of the European 
countries. The amount of tonnage, which during the great 
French wars had been required for conveying merchandise under 
the vicissitudes of the war and the unsafe conditions of sea 
voyages in general, now proved, after the re-establishment of 
peace, too large in proportion to the demand; and this so much 
the more, as the commerce in those years was, almost univer- 
sally, in a depressed state. A part of the tonnage had, besides, 
been employed in transport for war purposes. 

The Norwegian shipping was likewise affected by this general 
decline and each year between 1816 and 1826 showed a general 
diminution of the tonnage from 71,092 lasts in the beginning of 1816 
to §4,213 lasts at the end of 1825, corresponding to about 175,700 
and 128,200 register tons* respectively, or a diminution of more 
than one fourth. In about the same proportion the mercantile 
marines of Sweden, Denmark and Prussia diminished in those 
years, while the tonnage of Great Britain did not decrease more 
than one-seventh and that of the United States was even a little 
larger in 1826 than 1816. 

* If these figures are compared with those communicated by the author in Statisti- 
que Internationale, iii, p. 51, there will be found some discrepancies arising from 
the fact, that vessels built before 1819 had, so long as they existed, the benefit of a 


reduction of one-fifth in their tonnage, a circumstance which has been hitherto 
neglected in the above mentioned international statistics. 
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A special adverse circumstance for the Norwegian shipping 
in those years was the bad state of the timber trade. The 
exorbitant duties imposed in England in the years 1809-1813, 
on foreign timber* was felt very heavily, particularly in Norway, 
owing to the small dimensions of the timber, while the British 
colonies in America were greatly favored. The timber export 
from the southern ports of Norway to Great Britain fell from 
the rather high level it had reached in the year 1805, namely, 
147,761 lasts, to 69,448 lasts in 1819, a reduction which of 
course made a great deal of tonnage superfluous. The timber 
export to Denmark also diminished considerably after 1814, 
while on the other hand the export to France increased. 

The improvement in the timber trade and in the state of the 
freight market, which took place in 1823 and the two following 
very prosperous years, finally stopped the decrease of Norwegian 
shipping, and gave rise to an upward movement, which, begin- 
ning in 1826, has continued ever since up to the present time, in 
favorable as in unfavorable years, excepting only 1879 and 
1885-1887. 

In 1826 and succeeding years, several reciprocity treaties were 
concluded with foreign countries, whereby facilities were obtained 
for the trading of Norwegian vessels. Of great importance for 
the development of the Norwegian shipping was the placing of 
Norwegian and Swedish vessels, trading between Sweden and 
foreign countries, on the same footing. 

During the first ten years of the union Norwegian vessels 
were not permitted to carry freights between Sweden and foreign 
countries, and a corresponding rule hindered Swedish vessels in 
Norwegian ports. But these restrictions were abolished by a 
provisory decree of May 24, 1825, confirmed by a law con- 
concerning the commerce and navigation between the two 
countries of August 4, 1827. The immediate result of this 
liberal policy was a great expansion of the Norwegian shipping 

*The duty was, in the case of deals 3 inches thick and 16 to 21 feet long, raised 


from 4 to 22 pounds sterling per 120 pieces, in other cases, if not so much, yet very 
greatly. 
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in the Swedish ports, which rose from 9,000 lasts in 1823 to 
24,700 lasts in 1825, while the corresponding figure for 1819 was 
as low as 4,300 lasts. The English navigation laws and similar 
laws in other countries made no distinction between Swedish and 
Norwegian vessels, and both were thus permitted to carry goods 
from either of the two countries to foreign countries. 

Although Swedish vessels began to take part in the trade 
between Norway and some of the foreign countries, for instance 
in the timber export to Denmark and in homeward freights with 
corn and with salt, it was the Norwegians, who derived the 
greatest advantage, as they were able to sail with profit on 
cheaper terms than the Swedes, a circumstance which made their 
competition very much felt, particularly in the timber trade 
between Sweden and western Europe. 

The first Norwegian vessels, which opened this trade, went 
to Gothenburg, the principal seaport on the west coast of 
Sweden. Later, some pioneers sailed to the Bothnian ports, 
which have since grown up to be most important places for 
the timber export from Sweden. The manner in which the 
Norwegian vessels generally proceeded in this trade was, to 
make first a voyage from Norway to England or Holland, etc., 
from thence sail in ballast (or occasionally with coal) to the 
Baltic, and then make two voyages between the Bothnian ports 
and western Europe, and finally return in ballast or with a cargo 
of coal to Norway. Compared with the Swedish ports on the 
Baltic, the Norwegian ports offered the great advantage that 
they were open for navigation even in March, sometimes even 
earlier, while the Bothnian ports generally were shut up by the 
ice until the middle of May. Thus the Norwegian vessels could 
make one voyage from Norway to western Europe and back 
again, before the vessels belonging to the Bothnian ports could 
begin the navigation of the year. (In our times the steam boats 
break up-the ice at an earlier date). 

The following statistics show the development of the propor- 
tions in which Norwegian, Swedish and other foreign vessels took 
part in the navigation of Norway and Sweden from 1827 to 1849. 
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1. TONNAGE IN NORWEGIAN COMMERCIAL LASTS* OF VESSELS 
ENTERED INTO NORWAY. 
Norwegian. Swedish. Other Foreign. Total. 
1827 120,734 52,870? 173,604 
1840 198,732 16,965 68,847 284,544 
1849 224,665 11,163 61,181 297,009 


TONNAGE IN SWEDISH LASTS; OF VESSELS ENTERED INTO SWEDEN. 
Swedish. Norwegian. Other Foreign. Total. 
1827 82,168 17,700 62,080 161,948 
1840 98,715 50,175 38,902 187,792 
1849 111,233 82,581 51,610 245,424 

Thus while maintaining a high proportion in the shipping 
trade of Norway, ranging from 70 per cent. in 1827 to 75 per 
cent. in 1849, the percentage of the Norwegian vessels in the 
shipping trade of Sweden rose from I1 per cent. in 1827 to 34 
per cent. in 1849; in 1819 it was only 4 per cent. The pro- 
portion of the Swedish vessels was from 1823 to 1849 about 45 
per cent. in Sweden and only 3 per cent. in Norway, showing no 
material change during that period. The percentage of foreign 
ships, including Swedish, fell in Norway from 30 per cent. in 
1827 to 25 per cent. in 1849; while in Sweden that of the 
foreign ships, except Norwegian, fell from 39 to 21 per cent. 

It was, however, not only in the navigation of Norway and 
Sweden that the Norwegian shipping during that period worked 
itself up. The expansive tendency, which has since been so 
conspicuous in the Norwegian shipping, already proved then 
rather strong and even more vigorous outside than in Sweden. 
Thus, whereas in 1837, the Norwegian carrying trade amounted 
tc 23,407 commercial lasts from Sweden, and 16,572 commercial 
lasts from other foreign countries, the corresponding figures for 
the year 1849 were 58,944 and 67,405 lasts respectively. That 
is to say, the Norwegian carrying trade nearly doubled itself in 
the Swedish ports, but more than quadrupled itself in the other 
foreign ports. The countries, which next after Sweden were of 

* The Norwegian last was equal to about 2.1 register tons, but it was 2.6 register tons 
for Norwegian vessels built before 1819. The old Swedish last was equal to 1.8 
register tons. 


*The Swedish vessels were not stated separately for that year; but in 1826 there 
arrived in Norwegian ports only 151 Swedish vessels measuring 3,167 commercial lasts. 
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greatest importance for this trade, were Russia (in 1849, 22,000 
lasts) and England (18,400 lasts); but there were also many 
Norwegian vessels freighted from the Mediterranean, and some 
from the United States and other American countries. 

The tonnage of the mercantile marine of Norway at the 
beginning of 1831, is in the international shipping statistics* 
stated at 134,057 tons, but with the addition of all tonnage 
which ought to be included for the comparison with the figures 
for 1850 and later years,* the total will be about 165,000 tons. 
The corresponding tonnage was in 1850 288,600 tons, showing a 
progress, during the years 1831-1850, of 75 per cent. or nearly 
3 per cent. annually. This is almost exactly the same rate of 
increase as that calculated for the maritime countries in general ; 
but if we do not reckon the United States, where the increase 
during that period was exceptionally great—almost 200 per 
cent. and even more than that, when we reckon the effective 
tonnage—we find that the average progress was no more than 
2.7 per cent. annually. 

It has already been mentioned that in the first ten years after 
1815, both the Swedish and the Danish mercantile marines 
decreased almost in the same proportion as the Norwegian and 
others. After 1826, the development of the mercantile marine 
of Sweden was somewhat irregular, periods of progress alter- 
nating with periods of decline. Thus there was an increase of 
tonnage betwen 1826 and 1832, then a decrease until 1837, then 
again six years of increase, four years of decrease, and lastly four 
years with considerable increase until 1850. On the whole, 
between 1831 and 1850, there was an augmentation from 130,- 
357 to 195,138 tons, or about 50 per cent., while the average 
increase in the above mentioned maritime countries was about 
75 per cent, and, with the exception of the United States, about 
66 per cent. 

Comparing the Swedish and the Norwegian shipping in this 
period, we find that the Norwegians by far surpassed the Swedes 
in all ports of northern and western Europe. In the Medi- 


*Vol. ii. table No. 7. 2 See above, p. 341, note I. 
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terranean, on the other hand, the Swedish tonnage was larger, 
except in some of the later years of the period. In the trans- 
atlantic navigation the Swedes employed a rather considerable 
tonnage, principally trading to the United States, to which there 
was a very large export of iron, and to the Brazils. Still in the 
last years of this period the Norwegian vessels trading to the 
United States equalled the Swedish. 

The tonnage belonging to Denmark (exclusive of Schleswig- 
Holstein) increased in the years 1830-1850 from 60,000 to 83,- 
000 tons. This increase, representing about 38 per cent, was, as 
it will be seen, much less than that of the Swedish and the Nor- 
wegian tonnage, which were favored, particularly the Nor- 
wegian, by the rapid increase of the timber export, a circum- 
stance of no particular interest to the Danish shipping. The 
general commerce of Denmark, which had no bulky article for 
export, was between 1814 and 1828 in avery depressed state, 
but improved gradually afterwards, especially in the later part 
of the period, when Copenhagen began to take a more leading 
position. The above mentioned increase of the Danish tonnage 
was, as in Sweden, interrupted by some years of decrease, viz. 
1834-1836 and 1845. The Danish shipping at that time was 
considerable in the English ports, about as much as the Nor- 
wegian and much more than the Swedish; but it must be remem- 
bered that the Danish flag then covered vessels of Schleswig- 
Holstein. In the transatlantic trade the Danes were also fairly 
represented, particularly in South America. 


The next period, 1850-1879, was the most brilliant in the 
history of Norwegian shipping. The relaxation and subsequent 
repeal of the English navigation laws induced the Norwegians 
to construct and purchase vessels of better quality than those 
hitherto employed, which for the most part had been only in- 
tended for the timber trade between northern and western 
Europe. They began immediately to take advantage of the 
wider field now opened for their activity. At the same time, 
while the development of the export and import trade of Nor- 
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way gave employment to an increasing tonnage, this increase, 
although in itself very considerable, was put altogether in the 
shade by the enormous increase of the Norwegian carrying trade 
between foreign countries. 

The following account gives a summary of this development 
in average numbers for each quinquennial period from 1836 to 
1890. 

TONNAGE (IN THOUSANDS OF REGISTER TONS) OF NORWEGIAN VESSELS ENTERED OR 


CLEARED WITH CARGOES. 


Quinquennial Entered into Cleared from Cleared from foreign Ports 
Period. Norway. Norway. to foreign Ports. 


1836-1840 113.4 342.3 109.2 

1841-1845 120.1 400.1 150.2 

1846-1850 142.9 419.5 247.7 

1851-1855 170.8 540.9 387.5 

1856-1860 229.6 599.5 673.0 

1861-1865 272.3 710.5 1007.4 

1866-1870 304.1 870.1 1612.8 

1871-1875 423.8 980.1 2452.0 

1876-1880 518.9 958.6 3136.3 

1881-1885 704.9 1241.1 3399.9 

1886-1890 856.7 1391.1 3715.9 

Comparing the two quinquennial periods 1846-1850 and 
1876-1880—the subsequent years shall be dealt with further on 
—we find that the tonnage of Norwegian vessels employed in 
the Norwegian trade increased within that space of 30 years in 
the proportion of 1:2.6, while that employed in the foreign car- 
tying trade increased in the proportion of 1:12.7. 

We will now briefly consider the development of the Nor- 
wegian carrying trade in some countries, which have been of 
most importance to it. 

The rise in the Norwegian shipping in Swedish ports between 
the years 1823 and 1849 has already been stated above. The 
outgoing carrying trade from this country increased in the fol- 
lowing proportion (the figures representing the tonnage of Nor- 
wegian vessels cleared with cargoes from Sweden to other coun- 
tries than Norway, in commercial lasts of 2.1 register tons each): 


1838 1844 1851-1855 1861-1865 1871-1875 
(average) (average) (average) 
29,299 41,536 84541 200,300 306,560 
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The average for 1871-1875 is equal to about 643,800 register 
tons, against which the subsequent quinquennial period, 1876- 
1880, shows a diminution, the average being then 603,700 tons. 

After 1847, when this carrying trade rose to the exceptional 
height of 80,982 lasts, there was in the next years a great reduc- 
tion, owing to the state of the French market, and from that 
time a gradual increase, but not in the same proportion as before, 
notwithstanding a great expansion in the Swedish export trade. 
The percentage of Norwegian tonnage in the total tonnage 
cleared with cargoes from Sweden fell from 39 in 1847 to 30 in 
1856. From that year, however, the Norwegian tonnage employed 
in this trade increased on a very large scale for a long series of 
years, until 1872, when it was nearly four times as large as in 
1856. The percentage in the general export trade of Sweden 
reached its highest point (43.5 per cent.) in 1864, when, owing to 
the Danish-German war, the German navigation in the Baltic 
ports was essentially reduced. From 1861 to 1872 the tonnage 
of Norwegian vessels cleared with cargoes from Sweden was 
larger than that of the Swedish vessels, in 1865 even to the con- 
siderable amount of 196,700 register tons, their percentage being 
42.4 against 28.1 under Swedish, and 29.5 under other foreign 
flags. In the timber trade, especially that of the Bothnian ports 
north of Stockholm, their percentage was still greater. 

Since 1872, however, there has been first a standstill and then, 
particularly after 1883, an actual decrease in the Norwegian 
shipping in Sweden, while the tonnage of Swedish and other 
nations has increased very considerably. 

These variations are connected with quite characteristic 
phases in the development of Norwegian shipping in general. 

The first effect on this shipping, of the abolition of the 
English navigation laws, was to induce the shipowners to employ 
their vessels in the new markets just opened. For that reason 
they could not continue to develop, with the same energy as 
before, their trade in the old freight markets, of which Sweden 
was the most important. But when, owing to the greater com- 
petition, those new markets no longer proved so profitable as 
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formerly, the reflux of the current came back to Sweden, and 
that so much the more, as the timber export from that country 
was rapidly increasing. It will be remembered that the Nor- 
wegian vessels were particularly adapted for the timber trade. 
But in later years the steam vessels entered into a competition, 
growing more and more keen also in this trade, with sailing ves- 
sels; with the result that notwithstanding the expansion of the 
trade itself, the export in Norwegian vessels, which chiefly are 
sailing, commenced to fall off. 

In the Finnish and northern Russian ports the development 
of the Norwegian carrying trade has been somewhat different, 
although in some respects similar, the chief article of transport 
being the same as in Sweden, viz., timber. The tonnage of Nor- 
wegian vessels cleared from those ports averaged in the years 
1841-1849, 13,000 to 14,000 commercial lasts, and from 1850-185 3, 
12,700 lasts. In 1854 and 1855 this navigation was practically 
stopped by the Russian war. In the years 1861-1865 the aver- 
age rose to 45,200 lasts and in 1871-1875 to 139,800 lasts or 
293,600 register tons. In these ports, in contrast with the Swed- 
ish, the increase continued also during the following years and 
that ina very high degree, the average for the quinquennium 
1876-1880 being 412,400 tons, but the maximum point, 497,000 
tons, was reached in 1877, since which year there has been, on 
the whole, a falling off. 

Great Britain and Ireland have, from an early period, been of 
great importance for the Norwegian carrying trade, which par- 
ticularly in those countries has increased on a large scale. The 
tonnage of Norwegian vessels entered into Great Britain with 
cargoes from other countries than Norway has increased in the 
following proportion: in 1837-1838 the arrivals amounted to 
13,700 lasts annually, chiefly or exclusively from Sweden; in 
1849 they numbered 30,558 lasts; in 1850, 49,866 lasts; in 
1851-1855 they averaged 93,600 lasts; in 1861-1865, 210,800 
lasts; in 1871-1875, 478,200 lasts or 1,004,000 tons; in 1876—- 
1880, 1,197,300 tons. The outgoing trade increased also very 
much, viz., from only 1,360 lasts in the years 1837-1838 to 18,- 
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400 lasts in 1849; 44,700 lasts in 1851-1855 (on the average); 
107,600 lasts in 1861-1865; 260,000 lasts or 546,000 tons in 
1871-1875 and 529,200 tons in 1876-1880. 

Thus, both inwards and outwards, an extraordinarily large 
increase is to be observed until the years 1871-1875, and then a 
stagnation of which the cause was partly the general slackening 
of commerce during the latter part of the decade, partly the 
increase of steam navigation. 

In France already before 1850 the carrying trade of the 
Norwegian vessels was rather large ; thus in the years 1844-1846 
there arrived from foreign countries on an average 24,800 lasts or 
nearly the same tonnage as in Great Britain; but while the 
Norwegian trade in the last named country showed an extraor- 
dinary development after 1850, there was at the same time a 
decrease in the French trade. Since 1856, however, this trade 
also has increased in a high degree, numbering in the quinquen- 
nial period 1871-1875, 125,500 lasts or about 263,500 tons, and 
in the next quinquennium even 440,700 tons on the average. 

In Holland and Belgium there has been about the same 
development of the Norwegian carrying trade, although in a 
somewhat smaller proportion than in France-; the average for the 
years 1876-1880 being 184,000 tons for Holland and 109,000 
tons for Belgium. The carrying trade in the British colonies in 
North America deserves special mention. This trade was first 
opened in 1850 with a tonnage of 7,400 lasts cleared for Eng- 
land and other countries; after having been kept about this level 
during the next quinquennial period (averaging 8,300 lasts) there 
was a large expansion in the following years, the average for 
the period 1861-1865 being 45,300 lasts, increasing to 109,000 
lasts or 229,000 tons in the years 1871-1875, and 288,000 tons 
in the next quinquennial period. 

Large as this increase was, it has been greatly surpassed by 
the development of the carrying trade to the United States. 
This trade was inconsiderable before the last years of the 
decade 1861-1870. The tonnage of Norwegian vessels entered 
with cargoes from foreign countries except Norway to the 
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Atlantic ports of the United States, averaged in the two quin- 
quennial periods 1851-1855 and 1861-1865, 4,900 and 6,900 
lasts respectively, and the outgoing tonnage in the same periods, 
2,960 and 13,300 lasts. But in the years 1871-1875 the aver- 
age tonnage suddenly rose to 76,350 lasts inwards and 170,000 
lasts outwards, corresponding to about 160,000 and 357,000 
tons. And these large numbers continued to increase rapidly in 
the following years, the average for the period 1876-1880 being 
207,000 tons inwards and 853,700 tons outwards. The maxi- 
mum was reached for the ingoing trade in 1880, with 420,600 
tons, for the outgoing trade in 1879 with 1,066,900 tons and, 
for these trades together, in 1880 with an aggregate tonnage 
of 1,398,800 tons. 

The general navigation of the United States during the 
decade 1871-1880 nearly doubled, principally owing to a large 
expansion of the export of wheat and other cereals, petro- 
leum and lumber. For these articles Norwegian vessels were 
well suited, and this circumstance partly explains the fact that 
the Norwegian shipping at the period took such a large share in 
the increase. But there is another reason, which is not without 
interest. The Norwegian sailing vessels, being by the competi- 
tion of the steamers gradually driven out of the shorter Euro- 
pean trades, or, rather, finding there no more room for expan- 
sion, sought a compensation in the transatlantic trade, chiefly 
that of United States. 

We have now mentioned the most important branches of the 
Norwegian carrying trade in this period, but apart from the 
countries already named, several others were of more or less 
importance, 


The principal articles of transport were first and foremost, 
lumber and then cereals, petroleum, coal, cotton and wool, sugar 
and coffee, ice, etc., thus, as it will be seen, principally bulky 
articles, of which, in the years 1874-1876, nearly a half ‘of all 
freights was made by the transport. of lumber. 

As regards the increase of the Norwegian mercantile marine 
during this period, we extract the following figures from the 
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second volume of the international shipping statistics, where the 
tonnage of sailing vessels and of steam vessels in almost all 
maritime countries is given for each year between 1850 and 1880. 

Tonnage of Tonnage of Total Tonnage —— 


Sailing Vessels. Steam Vessels. in Register Tons. plying the steam 
tonnage by 3.) 


I January 1850 288,213 ca. 4207 288,633 289,473 

1860 547,095 ca. 4,730° 551,825 561,285 

1870 948,432 11,939 960,371 984,249 

1880 1,455,888 54,781 1,510,669 1,620,231 
The average progress of the effective tonnage for the whole 
period was 5.91 per cent. annually, while the average progress 
for the total effective tonnage of the world was 3.68 per cent. 
Dividing the period into the three decades, 1850-1860, 1860- 
1870 and 1870-1880, we find the following annual rates of pro- 
gress for the Norwegian mercantile marine: 6.85, 5.78 and 5.11 
per cent. respectively. During the eight years 1850-1857 the 
average progress was 8 per cent. annually; then followed five 
years with smaller progress, the annual rate being, however, 2.6 
per cent. After those years came a new period of a great and 
continuous progress extending over thirteen years, viz., from 
1864 to 1876, with an increase of 7 per cent. annually. From 
1877, however, the progress was slow and in 1880, the last year 
of the period, there was for the first time since 1825 a decrease. 
We shall now give some information about the development 
of the Swedish and of the Danish shipping between 1850 and 
1880, when the tonnage of the respective countries was as follows: 


SWEDEN. 


Tonnage of Tonnage of Total Tonnage Total Effective 
Sailng Vessels. Steam Vessels. in Register Tons. Tonnage. 


January I, 1850, 192,940 ca 3,5007 196,440 203,440 
January 1, 1860, 277,560 cali,500* 289,060 312,060 
January I, 1870, 317,981 20,720 338,701 380,141 
January 1, 1880, 447,144 93,698 540,892 728,238 
DENMARK. 
January 1, 1850, 89,655 962 90,617 92,541 
January 1, 1860, 143,944 4,479 148,423 157,381 
April 1, 1870, 168,193 4 11,707 179,900 203,314 
January 1, 1880, 203,159 54,654 257,813 367,121 


* Estimated, 
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The progress of the mercantile marine was both in Sweden 
and in Denmark somewhat greater than the average mean prog- 
ress calculated for all maritime countries together, but less than 
in Norway, the average rate of increase being 4.34 per cent. in 
Sweden and 4.70 per cent in Denmark, reckoned from the effect- 
ive tonnage. During the last decade of the period, however, the 
Swedish and the Danish marines increased faster than the Nor- 
wegian, their respective annual rates being 6.72, 6.09 and 5.91 
per cent. The difference in the rates was exclusively due to the 
greater importance of the steam tonnage in Sweden and Den- 
mark. In fact, the steam tonnage in each of the three Scandi- 
navian countries increased in those years at about the same rate 
—a very high rate, viz. between 16 and 17 per cent. annually, — 
while the increase of the sailing tonnage was 4.38 per cent. in 
Norway, 3.47 per cent. in Sweden and 1.91 per cent in Denmark. 
Thus, notwithstanding a comparatively high rate of increase in 
each class of vessels, considered separately, the whole result was 
less favorable for the Norwegian marine because it contained an 
overwhelming proportion of the less increasing sailing tonnage. 

The mercantile marine of Sweden showed an exceptionally 
large increase in the six years, 1869-1875, when it nearly doubled, 
the effective tonnage being calculated at 343,662 tons at the 
the beginning of 1869, and at 683,029 tons at the beginning of 
1875. In one year, 1873, Sweden increased its tonnage by 105,- 
287 effective tons, or more than 21 per cent; and the next year 
witnessed a further increase of 79,000 effective tons. Inthe other 
years of the period 1850-1878, the progress was, however, rather 
slight, and in 1879 there was, as in Norway, a decrease. 

In Denmark we observe a fair increase of the tonnage in the 
years 1850-1860, then a decrease until 1865, and from that yea. 
until the end of the period in most years a good increase, par- 
ticularly in the years 1871 - 1876. 


The last period extending from 1880 to the present day, has 
for the Norwegian shipping, during the most part of it, been a 
period of adversities, struggles and slow progress. 
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The overwhelming competition of the steam vessels had never 
made itself so severely felt as since 1880, and perhaps in no 
country so much as in Norway, where the shipping until then had 
been almost entirely based on sailing vessels. Particularly in 
the first half of the decade 1880-1890, when the steam tonnage 
made rapid progress everywhere, whereas the sailing tonnage 
almost invariably diminished, all countries with comparatively 
small steam tonnage were greatly distanced by the countries 
where steam tonnage was already of importance. From this 
general rule Norway made no exception, although its steam 
tonnage increased considerably and its sailing tonnage practically 
was kept up to the same level as before. 

Lately, however, the general rise of freights in 1888 and in 
1889 has given a new and considerable impetus to the Norwegian 
shipping, as will be seen from the following statement showing 
the Norwegian tonnage statistics since 1880, and where, for the 
sake of comparison, are subjoined the corresponding figures for 
Sweden and Denmark : 

NORWAY. 


Tonnage of Tonnage of Total Tonnage, Total Effective 
Sailing Vessels. Steam Vessels. in Register Tons. Tonnage. 


January 1, 1880, 1,455,900 54,800 1,510,700 1,620,200 
January I, 1885, 1,477,800 105,600 1,583,400 1,794,700 
January 1, 1888, 1,381,800 121,800 1,503,600 1,747,200 
January 1, 1890, 1,443,300 168,100 1,611,400 1,947,600 
January 1, 1892, 1,500,100 238,500 1,738,600 2,215,600 
SWEDEN. 
(Except Lake and other Inland Ports.) 
January I, 1880, 419,100 84,200 503,300 671,700 
January 1, 1885, 397,400 96,800 494,200 687,800 
January 1, 1888, 356,700 109,800 466,500 686,100 
January I, 1890, 349,500 120,500 470,000 711,000 
January 1, 1892, 352,600 136,000 488,600 760,600 
DENMARK. 
January 1, 1880, 203,200 54,700 257,900 367,300 
January 1, 1885, 181,800 95,200 277,000 467,400 
January 1, 1888, 172,100 94,400 266,500 455,300 
January I, 1890, 177,400 108,800 286,200 503,800 
January 1, 1892, 187,800 122,500 310,300 555,300 


The average annual progress from 1880 to 1892, calculated 
according to the effective tonnage, was in Norway 2.64 per cent., 
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in Sweden 1.04 per cent., and in Denmark 3.50 per cent., but 
considering that the progress during the last two years was 
exceptionally great, it will perhaps be better to take the average 
rate in the decade 1880-1890 as a more nearly correct expression 
of the mean progress in our times, and then the above stated aver- 
ages must be reduced to 1.86, 0.57 and 3.21 per cent. respectively. 
The corresponding rate for the mercantile marine in all coun- 
tries of the world is calculated to 3.08 per cent. 

As for Norway, we shall have to go back so far as to the 
period before 1830 in order to find a rate of progress lower than 
that which has occurred since 1880, and the same may be said 
of Sweden, if we consider periods consisting of ten years or 
more. In the case of Denmark, on the other hand, the progress 
in the years 1880-1890 was surpassed only by that in the decades 
1870-1880 and 1850-1860. The difference in this respect 
between Denmark and Norway is explained by the fact that the 
steam tonnage was in 1880 45 per cent. of the effective tonnage 
in Denmark, but only 10 per cent. in Norway, where the progress 
of shipping has been suffering, and is still laboring under the dead 
weight of a large tonnage of sailing vessels, which it takes time 
to reduce to a proportion more adequate to the present condi- 
tions of seafaring. Still, as it will be seen, the steam tonnage of 
Norway has made rapid progress in later years and begins to tell 
in its mercantile marine, being in 1892 more than 32 per cent. 
of its total effective tonnage. It is chiefly Bergen which has 
contributed to this increase. 

If in Sweden the progress of the mercantile marine of late 
years has been still less than in Norway, notwithstanding a higher 
proportion of steam tonnage, the cause may perhaps, to a great 
extent, be attributed to over-speculation in steam vessels in the 
years 1870-1874, during which their tonnage was increased from 
20,720 to 90,565 register tons (including the inland ports). 
Many of the new steam vessels constructed or purchased were 
built of wood and gave bad economical results. After that 
experience the interest for investing capital in steam 
tonnage died away, and there was, for some years, even a 
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decrease, while in later years again there has been some prog- 
ress. On the other hand, the sailing tonnage has, on the whole, 
diminished a little. 

Turning now to the different branches of the Norwegian 
carrying trade, we find that the retrograde movement observed 
already in the later part of the foregoing period in the trade 
with Sweden, Finland and the northern parts of Russia, has con- 
tinued since 1880 in a marked degree. The tonnage of Nor- 
wegian vessels freighted from Sweden to foreign countries 
amounting in 1880 to 594,000 tons, and in 1882 even to 715,300 
(the highest amount ever reached) has fallen off to 396,000 tons 
in 1890, and the percentage of Norwegian vessels in the out- 
going cargoes of Sweden has gone back from 21.5 per cent. in 
1880, to 10.9 per cent. ten years after, while, as we have stated 
above, it was 42 to 43 per cent. in the years 1864 and 1865. 
The steam tonnage employed in the Baltic timber trade, chiefly 
under British, Swedish and German flags, has been continually 
on the increase, whereas the Norwegians hitherto have not 
employed much steam tonnage in that trade. 

In the Baltic trade of Russia and Finland, the Norwegian 
shipping has diminished in a still larger proportion, the tonnage 
of outgoing cargoes for foreign countries being in 1890 only 
166,800 tons against 461,200 tons in 1880. 

In the important timber trade from the Dominion of Canada 
there has been, however, some progress; the Norwegian out- 
going tonnage numbering 468,100 tons in 1890 as against 
351,600 tons in 1880, and 288,200 tons on the average in the 
foregoing quinquennium. 

As to the shipping to the United States there has been, on the 
whole, a diminution in the Norwegian trade. The competition 
of steamers has driven the Norwegian sailing vessels almost com- 
pletely out of the corn trade from the Atlantic ports and greatly 
reduced their share in the petroleum trade. On the other hand, 
the tonnage employed in the export of timber from the gulf 
ports has increased, while Norwegian steamers have found em- 
ployment in different ways, among others in the fruit trade from 
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West Indian and Central American ports to New York and other 
ports in the States. On the whole, however, the outgoing Nor- 
wegian tonnage has diminished as much as from 978,200 tons 
in 1880, to 585,500 tons in 1890. 

For this and other losses the Norwegian shipping has prin- 
cipally sought compensation in outgoing freights from Great 
Britain, particularly coal freights for Brazil, Argentina and other 
distant countries, while the greatly increased import to Argen- 
tina has also given occupation to many timber carrying vessels 
freighted from Canada and the United States. The amount of 
Norwegian tonnage employed in the outgoing carrying trade 
from Great Britain and Ireland has risen from an average of 
529,200 tons in the years 1876-1880, and 704,000 tons in 1880 
to 1,176,300 tons in 1890, while the inward going trade to Brazil 
and Argentina has increased still more, viz, in the former coun- 
try from 47,200 tons in 1880 to 258,700 tons in 1890, and in 
Argentina from 16,500 tons in 1880 to 434,600 tons in 1889 
and 359,200 tons in 1890. 

Space forbids entering into more details, but in concluding 
this section it will perhaps be of some interest to give 
account of the distribution of the Norwegian as well as of the 
Swedish and Danish shipping in the different parts of the world. 
Information on this subject has been given for most of the sea- 
faring nations in the fourth part of the international shipping 
statistics, and it may, in this respect, particularly be referred to 
No. III of the table annexed to the introduction to that volume, 
showing the share of each nation in the navigation of each coun- 
try in the year 1888. It is true that the figures given in that 
table represent only the entries, no distinction being made 
between those with cargoes and those in ballast. But, although 
the information is consequently incomplete, yet it may be used 
as a rough approximation of the subject. 

Beginning with the Scandinavian shipping in each of their 
own countries, we find the Norwegian tonnage representing 63 
per cent., the Danish 51.4 per cent. but the Swedish only 35 per 
cent. of the total tonnage in Norway, Denmark and Sweden 
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respectively. In the navigation of Norway the Danish counted 
8.9 per cent. and the Swedish 7.1 per cent., while in the naviga- 
tion of Sweden, the Danish flag counted 20.7 per cent. and the 
Norwegian 11.5 per cent. Yet, the Danish vessels being for a 
very large part engaged in quite short voyages, as in the cross- 
ing of the Sound, and the Norwegian vessels almost entirely in 
longer voyages, the real proportion between the flags would 
stand otherwise if the length of voyages is taken into consider- 
ation. In the navigation of Denmark the Swedish flag repre- 
sented 13.9 per cent., the Norwegian only 4.9 per cent. The 
total Scandinavian tonnage was thus in each of the Scandinavian 
countries represented as follows: in Norway by 79 per cent., in 
Sweden by 67 per cent. and in Denmark by 70 per cent, 

In the navigation of Russia, the Danes take a somewhat more 
prominent position than the Norwegians and the Swedes, particn 
larly in the Baltic trade. Their percentage was 5.7, whereas that 
of the Norwegians and of the Swedes was 4.3 and 3.4 respect- 
ively, making a total of 13.4 percent. In Finland their aggre- 
gate percentage was 16, almost equally divided between each 
of these three nations. About the same proportion is found as 
to Scandinavian navigation in Germany, where the repartition, 
however, is somewhat different, viz. 6.3 per cent. under the 
Danish flag, 5.6 per cent. under the Swedish and 4 per cent. 
under the Norwegian flag, under which, however, the longest 
voyages are made. 

In western Europe the share taken by the Scandinavian flags 
is on the whole less considerable. In England, however, they 
represent nearly 10 per cent. of the tonnage, of which 5.6 per 
cent. falls upon the Norwegian flag alone, which here takes the 
lead among all foreign flags. In the Netherlands and in Bel- 
gium the percentage of the Scandinavian vessels together is only 
5-6 and 7.75, in France, Portugal and Spain, 6.6, 5.5 and 4.1 per 
cent. respectively. 

In the Mediterranean countries their proportion is on the 
whole trifling, with the exception of Spain; and so is also the 
case in the most part of Africa, Asia and Australia. Still each 
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of these flags, particularly the Norwegian, is to be seen almost 
everywhere. 

In the United States of America and in some other American 
countries, as in Canada, Argentina and Uruguay, the Norwegian 
flag covers from 4.5 to 6 per cent. of the navigation, while the 
Swedish and the Danish in this continent seldom exceed one- 
half per cent. 

The following statement gives the totals and the percentages 
of the Scandinavian shipping in each continent ; 


TONNAGE IN THOUSANDS OF REGISTER TONS. 
Norwegian. Swedish. Danish, All Nations. 
Europe - - 6,581 4,573 5,553 122,087 
America - 1,431 148 87 37,544 
Africa - - 78 33 35 11,656 
Asia - 187 6 86 20,643 
Australia - 87 30 5 8,137 


TOTAL. 8,364 4,790 5,766 200,067 


PERCENTAGE IN THE NAVIGATION OF ALL NATIONS. 


Europe - - 5.39 3-75 4-55 
America - 3.81 0.39 0.23 
Africa - - 0.67 0.28 0.30 
Asia - 0.90 0.03 0.42 
Australia - 1.07 0.37 0.06 100 


TOTAL. 4.18 2.39 2.88 100 


These figures give a rough idea of the proportion in which 
the Norwegian, the Swedish and the Danish flags are represented ; 
but there are several circumstances, which should be borne in 
mind. The statistics forming the basis of the calculations are 
not complete in so far as they do not comprehend the navigation 
of all countries, an observation which particularly applies to the 
non-European Continents. Then, it must be observed that the 
importance of the shipping does not depend on the tonnage alone, 
but on the character of the navigation, which chiefly depends on 
the length of the voyages. In that respect the Swedish, and still 
more the Danish vessels, are, as we for some particular cases have 
already observed, principally employed in short voyages; the 
Norwegian vessels, on the other hand, to a great extent in the 
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ocean trade. For this reason the proportions calculated above 
for the different flags do not represent either in the navigation 
of Europe or in the total navigation of the World, their real im- 
portance. In the case of the Norwegian and the Swedish ship- 
ping there is, however, an excellent means of testing the bear- 
ing of this circumstance, as the amount of freights in each trade 
is officially stated. The total amount of freights in 1890 of the 
Swedish vessels in their carrying trade as well as in their trade 
between Sweden and foreign countries was 37.4 millions of kroner, 
while the amount of freights earned by the Norwegian vessels, 
calculated in the same manner, was 109.7 millions. This gives 
the proportion of 1:2.9., whereas the figures of the table above 
give the proportion of 1:1.75. Still that table, as well as the 
more detailed statistics, of which it gives a summary, is not with- 
out interest, when used properly. 

In the absence of reliable statistics of the amount of freights 
earned under the different flags, one of the best means of ascer- 
taining their relative importance in the general shipping trade is 
to calculate their total effective carrying power, each ton of 
steam vessels being computed at the usual rate of 3 to 1. We 
subjoin, therefore, in this connection, the following table indi- 
cating for the Scandinavian and the most important of the other 
nations their real and effective tonnage compared with the pop- 


ulation. 

Popula- Steam Sailing Total Effective 

tion. Tonnage. Tonnage. Tonnage. Carrying 

Power. 

Norway, January 1, 1892. 2,014,000 238,500 1,500,100 1,738,600 2,215,600 
Sweden - - - 4,803,000 136,000 352,600 488,000 760,600 
Denmark - - - 2,202,000 122,500 187,800 310,300 555,300 
Great Britain and Ireland 38,040,000 5,944,100 2,972,100 8,916,260 20,804,400 
Germany - - - 49,960,000 764,700 704,309 1,469,000 2,998,400 
France - - 38,343,000 631,500 359,600 991,100 2,254,100 
Spain - - 18,000,000 293,300 188,800 482,100 1,068,700 
Italy - - 30,347,000 223,900 625,800 849,700 1,297,500 
Unites States, July 1, 1891. 64,500,000 794,600" 1,772,700* 2,567,300% 4,156,500" 


Comparing the effective carrying power per 1000 inhabitants, 
we find that the above mentioned countries rank, as follows: 


* Exclusive of the Lake and other Inland ports. 
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(1) Norway 1100 tons; (2) Great Britain and Ireland 547; 
(3) Denmark 252; (4) Sweden 158; (5) United States 64 (but 
including the inland navigation, 109); (6) Germany 60; (7) 
France 59; (8) Spain 59; (9) Italy 43. 

Among other countries we may mention the British Posses- 
sions in North America with about 200 effective tons per 1000 
inhabitants, British Australia with 160, Greece with 138 and Fin- 
land with 97, these figures referring to the year 1890. 

Having thus followed the history of the Scandinavian ship- 
ping up to the present time, we shall now, before finishing, 
glance at the principal causes that have influenced its develop- 
ment. 

Norway and the two other Scandinavian countries are in 
possession of several of the physical conditions favorable to an 
extensive navigation. They have extensive coast lines and a 
multitude of good harbors, particularly Norway, where splendid 
harbors are to be found almost everywhere along the coast. The 
country is in many parts so intersected by fjords and inlets, that 
the sea is the most convenient and often the only practicable way 
of communication between the inhabitants. The people, therefore, 
to a great extent live on the water, to which the inhabitants are 
also attracted by the fisheries. The climate, too, is favorable 
for seafaring trade, which requires hardy men, accustomed to 
rough weather. The geographical situation between the Baltic 
and the North Sea, in the neighborhood of great commercial 
centers, ought also to be borne in mind. A drawback for 
Sweden is the long and intensely cold winter, which, particularly 
in its northern harbors, stops the navigation during a great part 
of the year, while all the Norwégian and Danish harbors are, 
practically speaking, open throughout the whole year, except in 
unusual cases. 


There is, however, plenty of evidence to show that physical 
circumstances, howsoever favorable, are not in themselves 
able to promote shipping, where the commercial conditions are 
wanting. Norway itself affords one of the best proofs of this. 
Its very extensive western and northern coasts, where all those 





362 JOURNAL OF POLITICAL ECONOMY. 


physical conditions are abundantly at hand, are still very poor 
in shipping, except Bergen and a few other places. But it is a 
very different thing, where the physical and the commercial con- 
ditions both are in combination. This is precisely the case with 
the Scandinavian countries, which on the whole have had, and 
still have, an extensive export and import trade. In this respect 
Norway and Sweden, especially the latter, have a great advan- 
tage in their large export of timber and other bulky articles, 
such as ice, mineral ore, iron, etc., which require a great space 
in proportion to their value. The import, too, of these countries 
is rather considerable. Denmark has not the advantage of a 
bulky export; but this is compensated, to a certain extent, by 
an extensive trade, which is carried on particularly by Copen- 
hagen and is favored by the splendid situation of that port. 

It may be objected, that there are countries, where both the 
physical and commercial conditions are abundantly at hand, but 
which still do not possess any great mercantile marine, or, at 
least, not so great as could be expected from their large mari- 
time commerce. The explanation of this fact is, in most cases, 
that the interests and inclinations of the inhabitants may turn in 
other directions rather than to the sea. It may be, and is often 
the case, that agriculture, industry and commerce are found more 
lucrative or, at all events, more attractive than the sailor’s hard 
and toilsome life. 

In the case of Norway, on the other hand, it should be re- 
membered that the country is comparatively little adapted for 
agriculture, that also many of the other trades have hitherto 
yielded but a small remuneration, and that the field for enterprise 
is, on the whole, rather limited. No wonder that the Norwegians 
with preference turn to the sea, where they have such a large 
field for their activity, extending, as it does, over the whole 
world. 

Thus, as the nature of their country makes the Norwegians 
familiar with the sea, they are also economically attracted to the 
seafaring trade. And, even socially, the shipping has for them 
a great attraction. 
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The wider horizon, the richer and more varied life abroad, 
the wonders of art and industry — contrasted with the monotony 
of life, which often prevails in many small communities on the 
sea - coast — how all these must attract young lads grown up in 
those places, who from their earliest childhood have played on 
the beach and on the water; whenever they could, sailing in 
boats or climbing up the rigging of the ships or listening to 
stories told by their seafaring elder brothers or relatives. How 
can these young viking lads but long for the time when they, 
too, are permitted to cross the sea into the wide, wide world ? 
Under such circumstances it is not astonishing that in many 
places in Norway, chiefly along its southern coast, the great 
majority of the young men choose a seafaring life. 

One of the causes which have favored the development of 
the Scandinavian shipping, is the good supply of ship-building 
materials, which the forests of Norway and Sweden have afforded. 
In later years, however, when iron and steel are mostly used in 
the construction of ships, the supply of wood is of less impor- 
tance. Sweden has iron of a very good quality, but it is not so 
cheap as in England. Norway must buy nearly all the iron and 
steel it uses ; but gets it cheap, because the homeward freight is 
low and there is no import duty on these materials. 

The ship-building industry has formerly been of great impor- 
tance, particularly in Norway, although it has never been suffi- 
cient to meet the demand for tonnage. The maximum was 
reached in 1875, when 73,564 tons, almost exclusively sailing 
vessels, were constructed. During the years 1873-1879, 1880- 
1885, and 1886-1890, the construction averaged 49,000, 21,300 
and 12,900 tons yearly, whereof in the two last named periods 
between 4,000 and 5,000 tons were steam vessels. In Sweden 
and Denmark the construction of steam vessels has in later years 
been somewhat less than in Norway and that of sailing vessels 
very inconsiderable. 


Norway is in most years a large buyer of tonnage from 
abroad. During the quinquennial period 1886-1890 it bought 
on the average 78,364 tons of sailing vessels and 16,095 tons of 
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steam vessels yearly, including the tonnage of new vessels con- 
structed on British and other wharfs for Norwegian account. 
Formerly the vessels purchased from abroad were subject to an 
import duty amounting to 8 specie-daler per last (about 4 
dollars per ton); this duty was lessened in 1851 and abolished 
in 1857. Inthe same year the purchase of foreign vessels was 
made duty free in Sweden, where, however, in 1888 a duty of 10 
per cent. ad valorem was imposed. In Denmark there has been 
for a long series of years a duty of 3 percent. In Norway it is 
generally considered as a great advantage, not to say a necessity, 
for our shipping, that there is a free admission of foreign built 
vessels. The rapid development of our marine would have been 
impossible, if we had been limited to our own shipbuilding 
industry. There have been, however, among the vessels pur- 
chased from abroad not a few second-class ships, which, if they 
have yielded good profits, when freights were high, have on the 
other hand in many cases given bad results in ordinary years, 
not to speak of the years of depression. 

The purchases of Sweden and of Denmark have been, on the 
whole, inconsiderable. 


The most important element in the navigation is, however, 
the manning of the ships, and it is beyond doubt that the great 
progress which the shipping of Norway, and also that of the two 
other Scandinavian countries has made, was above all due to the 
character of their seamen. 


In later years, when steam navigation has taken the lead, it 
would perhaps seem as if the profits earned by this trade were 
less dependent on the seamanship of the crew than on the con- 
struction of the vessels and the managing of the shipowner’s 
business. The conditions may so far have changed somewhat 
with the growing preponderance of steam. 

But, under all circumstances, the physical, intellectual and 
moral standard of the seamen, combined with the skill of the 
constructors and the intelligence of the shipowners, will continue 
to be the fundamental condition for a prosperous development of 
the shipping, as far as depends on men. A. N. Kiar. 


CHRISTIANIA, NORWAY. 





THE FOOD SUPPLY AND THE PRICE OF WHEAT. 


In 1879, in an address before the London Statistical Society, 
Mr. G. Shaw-Lefevre, said: “If I were to venture a predic- 
tion on so difficult and obscure a question, I would incline to the 
opinion that wheat has during the past year reached its lowest 
point.” . 

This forecast was made a couple of years before the beginning 
of the great protracted decline in the prices of all agricultural pro- 
duce that set in in the early years of the eighties. The forces 
which brought on the decline were already at work, and had been 
at work for some years before Mr. Shaw- Lefevre made his pre- 
diction; but the causes which seem very obvious after the fact 
may be quite obscure before it, and the causes that make for a 
permanent decline in agricultural produce are commonly more 
uncertain of prevision than those that make for a permanent 
tise. The former are apt to be of the nature of innovations, 
whose scope and efficacy can not well be foretold, while the 
latter are as apt to be simply the cumulative action of factors 
with whose scope and method we are already familiar. 

Recognising, then, the chance of an unforeseen decline, and 
recognising, also, that there is more than one known factor 
already at work to bring about a decline in agricultural products 
in the near future, the purpose of this paper is to attempt an 
estimate of the possible maximum advance in the price of wheat 
(as a representative product of agriculture), supposing the 
factors that make for a decline to remain in abeyance for the 
next ten years. 

The great permanent fall in prices that took place during 
the first half of the last decade has served as an object lesson to 
enforce the truth that there is a close dependence of price on 
supply. The fact of this dependence has been made much of both 
by those who hope for an advance in prices of farm produce,and by 
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those who deprecate the approach of a scarcity of bread. The 
assumption has been freely made that the date at which the land 
available for tillage shall have been definitively occupied is near at 
hand, and that when that day arrives a great and “sudden” advance 
in agricultural prices is to be looked for, with its consequences, of 
great gains for the farmer—for the American farmer perhaps, in an 
especial degree—and of distress for all peoples who get their 
supply of food largely from other countries. This sweeping 
generalisation merits some scrutiny. 

It is unquestionably true that the price of wheat depends on 
the supply, but it is no less true that, other things being the 
same, the annual average supply of wheat depends, in the long 
run, on its price. The control exercised by the supply over the 
price is direct and transient. That exercised by the price over 
the annual average supply is of slower action, but it is also more 
permanent. We have therefore not said the last word in 
saying that when the demand shall have outgrown the present 
annual supply, the price of wheat will advance. The converse 
is also true; when the price of wheat begins to advance appreci- 
ably beyond what will barely remunerate the growers of wheat 
to-day,the supply will presently increase. The date of the definitive 
occupation of the tillable area yet available will no doubt mark 
an advance in the price of wheat, other things remaining un- 
changed ; but the date of a definitive advance in price will no 
less surely mark an increase in the output from the acreage already 
under cultivation in the older wheat-growing sections. When 
this event comes to pass the farmers in the older sections will 
find it to their advantage to give their land such additional 
attention as will increase the yield per acre from the land already 
in cultivation, and so to some extent cover the shortage to which 
the rise in price is due and break the force of the advance. At 
the same time recourse will be had in an increasing degree to 
lands which are scarcely profitable for tillage at the prices which 
have been ruling for some years past. 

The increased demand that is expected to advance the price 
of wheat will come as a result of an increase of the population 
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of bread-eating countries. An increased demand for wheat 
accordingly implies an increase of approximately the same pro- 
portions in the demand for other food products; therefore any 
considerable increase of the acreage sown to wheat will be prac- 
ticable oniy as a feature in the general increase of the acreage 
of arable land. The increased supply of wheat, as of other food 
products, will therefore have to be obtained, in part, by an in- 
creased yield per acre from the acreage already in cultivation. 

While we have by no means reached —or nearly reached —the 
limit of the possible extension of the wheat area in America, it is 
probably true that we are fast approaching the point beyond 
which there is no considerable additional amount of wheat lands 
equally fertile and otherwise equally available with the last ten 
or twenty million acres already brought under cultivation. It can 
hardly be said that the spread of cultivation in America during 
the past ten or twelve years has been to less fertile or less availa- 
ble lands; but for the next ten or twelve years, barring unforeseen 
developments, any considerable further spread of the area of cul- 
tivation can not take place without recourse to less available 
lands. The practical working of the law of diminishing returns 
will therefore assume an importance for our farming which it has 
not had for some time past. This practical working of the law 
will appear in the relation between the price and the yield per 
acre. 

The yield per acre and the prices of farm produce vary con- 
siderably as between the different sections of the country, and, 
so far as concerns the older sections, they vary together, with 
some regularity; but the difference in prices between different 
localities is too slight. and the difference in other respects is too 
great to afford satisfactory figures from which to infer what is the 
effect, on the yield, of a given local advantage in price. The 
divergence in price is not pronounced nor easily ascertainable, as 
between states which are in other respects available for our com- 
parison. Evidently no value can attach to a comparison of the 
newer, spring-wheat states with the older, winter-wheat states. 
But it may be remarked that Vermont, Massachusetts and Con- 
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necticut show a higher yield than any of the Ohio Valley 
states. 

It will be more to the purpose, because the divergence both 
in price and in yield is great enough to afford tangible evidence 
of the efficacy of the forces at work, to compare the price and 
yield per acre in Great Britain with the price in Chicago and the 
yield per acre in the winter-wheat states lying about Chicago. 
The yield per acre of wheat in Great Britain is very considerably 
greater than in the states about Chicago. The immediate cause 
of its being so is the higher price obtained for wheat, and for other 
farm produce, by the British farmers; and the degree of effect- 
iveness of the inducement offered them in the way of higher 
prices ought to help us to forecast the probable efficacy of an 
appeal of the same kind to the industry of their American com- 
petitors. 

The winter-wheat states centering about Chicago and the 
great lakes— Ohio, Indiana, Illinois, Wisconsin and Michigan— 
may, in some respects, not unfairly be compared with Great 
Britain. They are like that country in being a country of mixed 
farming, and, as regards wheat production, mainly a winter-wheat 
country. Their farm lands have also been under cultivation 
for such a length of time as in large measure to obviate the com- 
plications which the “ virgin soil ” would introduce into any com- 
parison of the newer states of the west with the countries of 
Europe. In some respects these states do not afford a close 
parallel to the farming lands of Great Britain. The climate is 
not the same, and the faults of the climate are not of the same 
kind. Inthe states mentioned there is more danger from drought 
than from wet seasons; in the United Kingdom it is all the other 
way. A bad season in England is sure to be a year of deficient 
heat, or excessive moisture, or both. Further, the soil of these 
states does not closely resemble the British soil in point ofadapta- 
tion to wheat culture. These states do, however, afford as nearly 
fair a comparison with British soil and climate as any part of 
America that is a sufficiently representative wheat-growing region, 
andat every point where the comparison seems to be vitiated by in- 
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herent differences the difference is in favor of the states, as a 
superior country for wheat-growing and for mixed farming. The 
American soil is more fertile and more easily tilled; the climate 
of the states is better adapted for wheat-growing; the American 
farmers are probably not at all inferior to the British in intelli- 
gence or enterprise. So far as the inherent difference in natural 
advantages may lead us astray in drawing any inferences from a 
comparison of this group of states with Great Britain, the error 
would be in the direction of too low an estimate of the wheat- 
growing capacity of the states under the stimulus of a higher price. 
And as the object of the inquiry is to estimate the probable mini- 
mum effect on supply of a given permanent advance in price, 
rather than the maximum capacity of the states under such a stim- 
ulus, this is not a danger that need be specially guarded against. 

An objection of greater weight may be found in the difference 
between British and American prices of staples, other than agri- 
cultural produce. The higher general level of prices of what 
the American farmer has to buy places him at a disadvantage, as 
compared with the British farmer, in precisely the same way as 
the lower price he gets for what he has to sell. The hindering 
effect of the higher price of staples must accordingly be allowed 
for in calculating the effect which a given rise in the price of 
farm products will have in the way of increasing the intensity of 
culture. 

This higher range of prices does not comprise all articles of 
consumption used by the farmer. Lumber, and forest products 
generally, are lower here than in England. Farm implements of 
most kinds are rather cheaper ; leather goods are scarcely higher; 
many of the staple food products are cheaper. But after all has 
been said, it is not to be questioned that the American farmer 
has to pay a somewhat higher average range of prices for what 
he buys (outside of agricultural products) than his British com- 
petitor. The American tariff, to the extent to which it is pro- 
tective, increases the price of the articles on which it is laid, and 
among these articles are many important items of the farmer's 
necessary consumption. 
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It is difficult to say, even approximately, how much of a 
handicap this added cost is to American farming. It assuredly 
does not amount to more than 20 per cent. of the value of our 
farm products at Chicago prices; probably the actual additional 
cost to the farmers is considerably less than 20 per cent. of the 
value of their products. 

Against this higher cost of necessaries in America may be 
offset the lower margin of cultivation in Great Britain,— using 
the term in the sense of a resort to poorer soils. The natural 
fertility of the poorest soils in cultivation in Great Britain, in the 
system of mixed farming of which wheat culture is an integral 
part, is greatly lower than that of the poorest class of soils culti- 
vated in the states named. This implies a correspondingly 
greater average cost of production of the products of British 
farming," and it affects also the cost of many of the necessaries 
of life to the British farmer. 

The advantage is as definitely on the side of the states with 
respect to the margin of cultivation, as it is on the side of Great 
Britain with respect to the range of general prices. Here, again, 
it is impossible to say how great the advantage of the one over 
the other may be, but it is not unlikely that the disadvantage of 
the British farmer in this respect may completely offset the dis- 
advantage which the American farmer has in the matter of higher 
general prices. 

It may be thought that the fact that the agricultural depres- 
sion in Great Britain during the whole of the period chosen for 
comparison (1884-92) has been severer than in America, would 
vitiate any British data for comparison with our own in any case 
where the point at issue turns on the question of a remunerative 
price. This difficulty is not a very serious one in any case, and 
does not affect the question in hand at all. What is required 
for the validity of the argument is: (1) that the inducements to 

* This statement does not imply that rent is an element in the cost of production. 
What is claimed is that Great Britain, as a whole, because of its lower margin of 
cultivation, gets the products of its soil at a greater average expenditure than do the 


states, and that a given increment in the price will induce a less increment in yield at 
this lower margin than at the higher margin of cultivation existing in the states. 
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wheat culture in Great Britain, relatively to other tillage, should 
not be greater than in the states; and (2) that the least fertile 
lands cultivated in the British system of farming should not be 
intrinsically superior to the lands similarly at the margin of cul- 
tivation in the states. It needs no argument to establish that 
both these conditions are fully met and will continue to hold for 
an indefinite time to come.’ 

If the considerations adduced are admitted to be valid, to 
the extent that wheat growing in a system of mixed farming in 
the states named lies under no other or greater disadvantage as 
compared with wheat growing in Great Britain than that indica- 
ted by the difference in the price of a given grade of wheat 
between Chicago and Liverpool, then we have the premises from 
which to deduce approximately what will be the maximum pos- 
sible advance in price required to induce a given increase in the 
average yield per acre of wheat in the states. And this will 
afford some indication of what will be the maximum possible 
advance in price resulting from a given increase in the consump- 
tion of wheat. 

The prices selected for comparison are average prices of 
American No. 2 Red Winter Wheat in Liverpool and in Chicago, 
since 1884. 

While this grade of wheat is not grown in England, the quo- 
tations for this grade are quite as significant for wheat prices in 
England as any quotations obtainable. The Gazette averages, 
which are usually quoted, are for British wheat, without respect 
to quality ; and the average quality of the grain from which the 
quotations are made up will accordingly vary from year to year, 
with the character of the harvest. Gazette averages are useless 
for any exact comparison. 

* The depression in British farming, so far as it is not due to bad harvests, is due 
to the decline in prices; and this decline has affected grain production rather more 
strongly than other tillage. Its most pronounced economic result has been a readjust- 
ment of rents on a lowered basis. Apart from adverse seasons, the British farmers’ chief 
real grievance is too high rents. Prices have fallen some 30 percent. or more ; money 
rents, except in isolated cases, have not been lowered tocorrespond. In addition to this, 


the farmers have suffered from a depreciation of the capital they have had invested 
in farming ; which is also a considerable item. 
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The reason for not making up the averages for a comparison 
of prices from a series of years reaching back of 1884 is obvious. 
Wheat culture had not, until that time, adjusted itself to the 
changed conditions of the market that supervened about 1880- 
82. The years immediately preceding 1884-85 were years of 
great changes in the price and acreage of wheat. By 1884 the 
decline was completed, and the price of wheat has moved ona 
lower level since that time than before. About the same time 
the decline in acreage in the states selected had also practically 
ceased ;: though a slight tendency to a further narrowing of the 
acreage has been perceptible since that time, at least until 
1890. 

The average yield per acre of wheat for the eight years since 
1885? in the states selected has been about 1334 bushels.3 This 
average includes the extraordinary harvest of 1891 (17% bushels 
per acre). But even counting 1891, this average is probably 
slightly short of the normal average yield for these states, the 
seasons during the latter half of the eighties having been, on the 

« The extraordinary decline in wheat acreage in the Ohio valley group of states in 
1885 was due quite as much to an unfavorable season as to a voluntary narrowing of 
the area. The acreage regained in 1886 more than half of what had been lost in 1885. 
The definitive effect on acreage of the decline in price that ended in 1884, was not 
had until the following year. In studying the movement of acreage under the influence 
of the new level of prices then established, the new period is to be considered as hav- 
ing begun with 1885. 

* The average yield for the years 1885-92 has been taken, as, for the present pur- 


pose, answering to the price during the years 1884-91. The yield for the year 1884 
was the same as the average for 1885 - 92. 


3 The average annual yield has been: 














In the States;|In Great Bri- 
Year bushels tain ; bushels 
( Winchester )} (Imperial ) 
1885 - - - - - - - - . 11.19 31.31 
1886 - - - - - - - - 14.41 26.89 
1887 : . - - - - - - - 13.38 32.07 
1888 - - - - - - : - 12.02 28.05 
1889 . . - - - - - - - 14.91 29.89 
1890 - - - : - - - - 11.74 30.74 
1891 j . ‘ . : . . . . 17.49 31.26 
1892 ee ee ee ee ee ee 14.40 26.38 
Average. 13.78 29.57 
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whole, rather unfavorable for winter wheat. The average yield of 
the same states for the years 1877-83, when the seasons were, on 
the whole, very favorable, was 1434 bushels. The lower average 
yield during later years seems to be due, in a slight degree, to a 
partial displacement of wheat by other crops on some of the 
more fertile and better-tilled soils; or perhaps more exactly, to 
a relative neglect of wheat - growing by some of the more capable 
and better equipped farmers ; but the great cause of this discrep- 
ancy lies, no doubt, in the character of the seasons. When due 
weight is allowed to all these factors, we shall be very near the 
truth in assuming 14 bushels per acre to be the present normal 
average yield of wheat in these states. 

For Great Britain the officially assumed normal average yield 
of wheat is 28.80 bushels per acre. The actual annual average 
for the eight years since 1885 is 29.57 bushels." It is difficult to say 
whether the officially assumed normal average is nearer the true 
normal than the recorded actual average. The London Economist, 
as well as some other authorities, claims the true normal average 
to exceed 29 bushels. The seasons during the eighties have been, 
on the whole, rather more favorable for wheat than the average 
of a long series of years. If this were the sole modifying cir- 
cumstance the official normal average would have to be accepted 
as very near the true normal. But this circumstance does not 
account for the whole of the discrepancy between the average 
yield of today and that of some years ago. It has been pointed 
out that the average has also probably been raised by the drop- 
ping of some of the inferior soils out of wheat cultivation. At 
the same time, improvements in agriculture seem also to have af- 
fected the average yield in the same direction. It will be safe to 
take 29 bushels per acre as the actual normal average yield of 
wheat in Great Britain. 

The average yield in Great Britain exceeds the yield in the 
states by about 107 per cent. (15 bushels). The annual average 
price of American No. 2 Red Winter Wheat in Liverpool, for the 
years 1884-91, exceeds the average price of the same grade in 


* See note 3, page 372. be 
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Chicago by a trifle over 20 per cent. (18.095 cents per Winchester 
bushel).? It ought to be a safe inference that a gradual advance in 
the price of wheat in the Chicago market to the present level of 
the price in Liverpool (accompanied, as in the normal course of 
things it would be,by a corresponding advance in the prices of other 
farm produce ) would result in such an advance in the intensity 
of culture in the states lying about Chicago as to increase the 
average yield of wheat, during the carly stages of the advance, 
in the same proportion as the British yield is higher on account 
of the higher British price. That is to say, a sufficiently gradual 
and permanent moderate advance, of a given per cent., in price, 
in the Chicago market, should result in an increase in the yield 
per acre of wheat in these states, of at least five times as many 
per cent. Twenty per cent. (18 cents per bushel) advantage in price 
in Liverpool carries with it 107 per cent. (15 bushels) advantage in 
the yield per acre in Great Britain. A gradual advance of § per cent. 
( 4.36 cents per bushel ) in the annual average price in Chicago 
ought to bring an increase of more than 20 per cent. ( 2.8 bush- 
els) in the yield per acre of wheat in the states lying about Chi- 
cago, supposing the conditions of production otherwise to remain 
unchanged. 

The aggregate annual production of the five states named, 
for the eight years 1885-92, has averaged slightly over 140 
million bushels. If the price of wheat in Chicago were to ad- 
vance permanently to 95.84 cents per bushel (10 per cent) we 
should have to expect the total annual production of these states 
to rise to not much less than 210 million bushels (50 per cent.). 


: Annual average price of No. 2 Red Winter Wheat, in cents per bushel: 

















Year Chicago | Liverpool 
1884 - : - - - - - - - 89.3 107.2 
1885 - : - - - - . - 88.3 103.1 
1886 . - - : : . ‘ ‘ " 77.6 99.6 
1887 - - - - - . : . 77.2 98.7 
1888 - - - - - - : : - 92.5 107.4 
1889 ae ope ae See eee Mt 85.2 102.8 
1890 - - - - - - - - - 89.5 105-3 
1891 - - - ‘ - - - - 97.3 117.7 
ane : Bett 
Average. 87.13 105.225 
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Assuming that the advance in price would have an equivalent 
effect on the output in the other wheat regions (and the chances 
would seem to be that the effect would be relatively at least as 
great in the remoter wheat fields, since the per cent. advance in 
price in the remoter local markets would be appreciably greater, 
and any inability to increase the yield on the newer wheat lands 
would be fully offset by an extension of the area), and consider- 
ing also that such an advance in price would induce some increase 
in acreage in all the wheat producing country, an ordinary average 
price of 96 cents in the Chicago markets might be expected to 
bring out an aggregate annual product of not less than 800 mil- 
lion bushels. 

Conversely, No. 2 Red Winter Wheat cannot advance perman- 
ently to 96 cents in Chicago until there is a customary demand 
for about 800 million bushels of American wheat at the increased 
price. A ten per cent. advance in price presumes something 
near a fifty per cent. increase in the demand. 

The increase in the demand for wheat will coincide approxi- 
mately with the increase of the bread-eating population. Judg- 
ing of the future by the past, it will be a liberal estimate to say 
that the bread-eating population of the countries which draw on 
the supplies of the general market to which America contributes, 
may be expected to increase by ten per cent. in ten years. It 
has perhaps reached that rate of growth during the last decade, 
and it would be extravagant to expect that rate to be exceeded 
during the next decade. 

The price which it would be necessary to offer for wheat in 
order to meet this increased demand by an increased production 
is more a matter of surmise than the probable rate of growth of 
population. If we could answer this question, we should know 
approximately what prices our farmers may look for in payment 
for their produce during the opening years of the twentieth cen- 
tury. There is reason to believe that, barring unforeseen innova- 
tions, at the point in the growth of the demand for food at which 
there will be an effective demand for one-and-one-half times 
as much American wheat as at present, the price will have to be 
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advanced by not more than nine cents above the present ordinary 
average price in Chicago. In the meantime, a less increase in the 
demand could be met at a less advance in price. An increase of 
ten per cent. (200,000,000 bushels) in the world’s consumption 
of wheat would mean, if the demand were distributed as it is at 
present, an increase of about 50 million bushels in the portion 
ordinarily required of America. This additional demand could 
be met, without increase of acreage, by an addition of about 1Y 
bushels to the present average yield per acre of wheat; and this 
additional 14% bushels would be forthcoming without its being 
necessary to advance the price in the local markets by as much 
as two cents per bushel above the average of the last eight or 
nine years. 

But the additional demand will not fall pro rata on the coun- 
tries which now supply the world with wheat; and the like is true 
to almost the same extent of the supply of other agricultural pro- 
ducts. America now, of late years, supplies rather less than one- 
fourth of the total wheat product. She will certainly be called 
on to contribute more than one-fourth of the additional 200 
bushels that will be required before the end of another ten 
years, unless some unforeseen contingency should come in to 
change the complexion of things. 

An advance in price would have some effect on the intensity 
of culture in all agricultural countries, but the effect would prob- 
ably be very slight in such regions as the wheat lands of Russia 
and India, especially the latter. In these countries, as well as in 
large portions of Western Europe, notably in France, agriculture 
is in the hands of a population that does not respond readily to 
promptings from without. Whatever addition may be made to 
the wheat supply furnished by those countries—apart from addi- 
tions due to improved facilities for transportation — will be made 
slowly, and will at best be inconsiderable for some time to come. 
The new demand will fall first and most heavily on the American, 
Australian and South American wheat lands, and on such portions 
of Europe as Great Britain, Austria, parts of Germany, &c., together 
with some contributions due to an increase of acreage in Russia. 
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This fact, that the intensity of culture of a considerable por- 
tion of the present wheat - producing area of the world will be but 
partially and feebly affected by a moderate advance in the price, 
will necessitate a higher production on the part of that portion 
which will more readily respond to the call. It results in a vir- 
tual narrowing of the area from which the additional supply can 
be obtained, so as to include little else than the newer wheat- 
growing countries, with portions of Western Europe. These 
regions will therefore be called on to furnish more than their pro 
rata contingent to the increase, and this greater rate of produc- 
tion in these countries will be obtained only at the cost of a 
greater advance in price. 

Of these more manageable countries, not all would respond to 
the demand with equal alacrity. It is, for example, easier for 
America to add one-tenth to her average yield of 124% bushels 
than it is for England to add one-tenth to her yield of 29 bushels." 

This fact goes in the same direction and adds further to the 
necessity of a higher price in the American market than would 
have been required if America were called on to furnish her pro 
rata increase only. 

America has of late contributed something less than one- 
quarter of the world’s annual wheat supply. If the facts above 
recited are allowed the extreme weight implied in looking to 
this country for one-half instead of one-fourth of the additional 
200 million bushels that will be required by the end of another 
ten years, then it will be necessary to increase the yield of 
wheat in America, not by one-tenth, as was assumed above, 
but by one-fifth ; that is, from 12% bushels to 14.8 bushels per 
acre for the whole country, or from 14 bushels to 16.8 bushels 
per acre for the five states named. To maintain such an 
increase in the American yield of wheat would require an advance 

*It must not be supposed that England, or any part of Europe, is near the limit of 
productivity. The London Economist of September 13, 1890, says: “High authori- 
ties have estimated that we might double the produce of the soil in the United King- 
dom even under our existing system of farming. As it is, there are farmers who grow 


nearly double the average of grain crops for the kingdom as a whole, and many who 
produce twice the average weight of roots and potatoes.” 
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of less than 4% per cent. (3.8 cents per bushel) in the price of 
wheat in Chicago. 

But as some increase in acreage is sure to result from any 
advance in price, allowance must be made for the increased sup- 
ply to be obtained by this means. How great the effect on the 
acreage will be, it is impossible to say. On the other hand, it is 
pretty certainly true that any advance in price will not have as 
great an effect in increasing the yield in the newer states, 
especially in the spring- wheat country, as in the group of states 
with which we set out. The chief increase in product in the 
newer states will, for some time to come, be got by increasing 
the acreage. It may be accepted without much risk that this 
increase in acreage will fully make up for the slighter increase 
in the yield per acre, so that the conclusion already arrived at 
need not be modified on that account. 

If, therefore, these premises are accepted as sound and ade- 
quate, there is small chance that the normal increase in the demand 
for bread will permanently raise the average price of No. 2 wheat 
above gI cents in the Chicago market within the next ten years. 

This estimate proceeds on the supposition that no consider- 
able advance is taking place or will take place the next few 
years in the methods of farming or in any of the industries that 
have to do directly or indirectly with the food supply. This 
of course is an extreme position. If, as is quite~ probable, 
improved industrial knowledge and processes should appreciably 
lessen the cost of production of grain in the newer wheat coun- 
tries, this estimate would probably prove too high. And if, as 
is still more probable, the prices of staple articles of consump- 
tion in America should decline, relatively to those of farm pro- 
duce, the chance of any advance in wheat or in farm products 
generally, would be still further narrowed. If, for example, 
American import duties on staples should be lowered within the 
next ten years sufficiently to diminish the cost of the farmer's 
necessary articles of consumption by 20 per cent. (and such a 
result is possible), the chance of any permanent advance in 
wheat for the present would disappear. 
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Even apart from any lowering of the cost of articles of 
necessary consumption, it is fully within the possibilities of the 
situation that no permanent advance in farm products need take 
place at all fora generation or more. Better methods and a 
more intimate knowledge of the natural processes concerned in 
farming are probably capable, as competent authorities insist, 
of so adding to the efficiency of our farming as not to admit of 
prices going higher than they are. 

Agriculture is fast assuming the character of an “industry,” 
in the modern sense, and the development of the next few 
decades may not improbably show us, in farming as in other occu- 
pations, a continual improvement in methods and a steady 
decline in cost of production, even in the face of a considerably 


increased demand. THORSTEIN B. VEBLEN, 
UNIVERSITY OF CHICAGO. 














RESUMPTION OF SPECIE PAYMENTS IN 
AUSTRIA-HUNGARY. 


I. 


It lacks five years of a half-century since specie payments 
were suspended in Austria. The disturbances of the year 1848 
not only threw into confusion the finances of the state, but also 

“made it necessary to exempt the bank from the obligation to 
redeem its notes. Since then the Austrian public has become 
so accustomed to paper, the precious metals have so com- 
pletely disappeared from circulation, during this long time, that 
a return to specie seemed to many a vexatious and costly under- 
taking. If the wish of the great mass of the people had pre- 
vailed, Austria would never again have given up the paper 
standard. 

The suspension of the bank act in 1848, however, has a his- 
tory back of it. The disorder in the Austrian finances began 
much earlier, a full century ago, with the great wars following 
the French Revolution. The government had not availed itself 
of the era of peace which followed the overthrow of Napoleon 
to establish a permanent equilibrium in its national economy ; 
but, to relieve its own embarrassment, it had diverted to its own 
uses the resources of the National bank, which, in point of fact, 
had already been bankrupt for a long time. So that the events 
of the year 1848 only compelled the government to confess this 
bankruptcy, which had previously been kept secret. 

American readers who are habituated to the rattling pace of 
the economic development of their own country, will hardly be 
able to comprehend the slow economic progress of Austria, which 
has only latterly been somewhat accelerated. These readers will 
have to appreciate and bear in mind that European civilization 
owes to its history almost as many hindrances as germs of cul- 
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ture, and that our country lies on the frontier where western 
civilization shades away into eastern barbarism. 

Since 1848 neither government nor people has spared, sacri- 
fices or efforts to bring order into the monetary system. The 
resumption of specie payments, or, as we say, the “regulation of 
the standard,” [| valutaregulirung| has been an ever-recurring 
feature in the programs of all new ministries and all great par- 
ties. In the earlier schemes, as a matter of course, was agitated 
the question of redeeming the excess of notes and again issuing 
silver, the old national money. In spite of the chronic de- 
ficit in the finances during the fifties, this purpose narrowly failed 
of realization in 1858, but in 1859 the unfortunate war with 
France and Piedmont, terminating with the loss of Lombardy, 
lost all that had been gained. After further great financial sac- 
rifices in the effort to resume specie payments, the paper money 
system was established anew by the yet more unlucky war of 
1866, which Austria waged for the preservation of what re- 
mained to her of her historic position in Germany and in Italy. 

One result, at any rate, was achieved at this time. The Na- 
tional bank was freed from its connection with the paper cur- 
rency and, finally, its solvency was also secured. To be sure, it 
has not, even at the present writing, adopted payment in specie ; 
but the notes which it issues (of ten gulden, one hundred gul- 
den, and higher denominations) have, since then, always been 
adequately covered by a metallic reserve (even though this was 
only the old silver coinage) and the notes could always be in- 
stantly redeemed in silver. At the same time, there have been 
in circulation since 1866 treasury notes (of one, five and fifty 
gulden) which represent the actual paper-money indebtedness 
of the country and which are not secured in any way. The 
amount of these treasury notes is variable and ina curious man- 
ner. The authorized maximum note-issue is made to depend on 
the amount of so-called Saltworks Notes [ Salinenscheine | ( interest- 
bearing treasury bills, running for short periods) issued by the 
government. That is, the government may issue its notes to 
the amount of 312,000,000 gulden, and any additional amount, 
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provided that these notes, together with the “saltworks notes,” 
do not exceed 412,000,000. At present the “saltworks paper” 
is in circulation at the maximum amount of 100,000,000, and the 
notes are accordingly reduced to their lowest point of 312,000,- 
000 gulden. 

Soon after 1866 the monarchy received its new constitu- 
tional form. The political unit, Austria, gave way to Austria- 
Hungary, a dual state, in which it may be remarked the Aus- 
trian National Bank became the Austro-Hungarian Bank. I | 
will not weary the reader with an account of the very compli- 
cated constitutional provisions which fix the relations of the two 
divisions of the Empire with reference to coinage, the currency, 
and the debt. It is enough to say that provision was made for 
resumption in the two’ parts of the Empire in the same manner; 
that the consent of the two legislatures was made requisite to 
its consummation ; and that the actual work of resumption was 
entrusted to the two administrations severally. The dual 
constitution required the agreement of so many factors as to 
hinder and retard the regulation of the currency. The western 
section with its better ordered finances was subjected to the 
necessity of waiting until Hungary should have supplied her 
deficit, and so far fortified her credit as to enable her to enter 
upon the redemption of her paper without excessive sacrifices 
and with some prospect of success. The attainment in both sec- 
tions at the same time of a well-ordered financial system is a 
thing of quite recent realization. By great increase of taxa- 
tion and by the aid of a gradual development of the national 
wealth it has at last been made possible, in spite of an extra- 
ordinary increase in expenditure, especially for military pur- 
poses, to meet the demands upon the treasury by means of the 
ordinary receipts, without the neccssity of annually contracting 
new loans. 

It is also to be remarked that considerable national loans 
have been contracted year after year; that a great part of these 
loans have been placed abroad ; and that, moreover, a consider- 
able amount of foreign capital has come into the country in the 
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form of investments in railroad and other enterprises, both in 
joint-stock and in private undertakings. 

Our entire foreign debt has been estimated at about four 
milliards of gulden. In the discussion of the currency question 
by publicists and in Parliament, this very grave circumstance 
in the financial situation was regarded as one of the most serious 
hindrances to the desired reform of the currency. Even after a 
fiscal balance had been established in both states, it was feared 
that the necessity of paying such great sums abroad in interest 
and principal, would not admit of any specie remaining in the 
country. Confidence has at last been restored by the discovery 
that domestic capital has gradually accumulated to such an 
extent as not only for the most part to meet the home demands 
for capital, but also to redeem very considerable portions of the 
claims held against us abroad, while the balance of trade has 
gradually changed in our favor to such an extent as to offset 
the interest on our foreign debt. Yet it is probable that resump- 
tion would have been accomplished even before the adjustment 
of the yearly balances in our public and private finances had 
been attained, but for the important intervening occurrences in 
the silver market. These events had such a striking effect on 
our monetary situation that it will be necessary to go into the 
matter somewhat in detail. 


II. 


From the year 1848 the Austrian paper gulden as compared 
with the silver gulden, was at a discount which fluctuated 
greatly, disappeared only temporarily, and maintained an aver- 
age, from 1848-1858, of 14.73 per cent., from 1859-1865 of 23.09 
per cent., and from 1866-1870 of 20.21 per cent. It goes with- 
out saying that the paper money was likewise at a discount rela- 
tively to gold and gold coin. After 1859 the Napoleon d’or 
was quoted on the Vienna bourse, and the discount on the paper 
gulden, as compared with that coin was, on an average, 23.26 
per cent. from 1859-1865, and 19.77 per cent. from 1866-1870; 
thus agreeing approximately with the discount relatively to sil- 
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ver. The coincidence of the gold and silver premium of course 
ceased at the instant silver fell in the world’s market. The 
Austrian paper gulden was at that time in law and in fact an 
irredeemable promise to pay a silver gulden, and was conse- 
quently quoted at a given figure below the silver gulden. 
Accordingly, when silver declined relatively to gold, it might 
have been expected that the discount of the paper, as compared 
with silver, would not be affected by this fact ; and that the paper 
therefore would always maintain its own proper discount as com- 
pared with silver, however much silver might decline relatively 
to gold. But the event was quite otherwise. The greater the 
discount of silver became relatively to gold, the less became its 
premium relatively to paper. The average depreciation of our 
paper money as compared with gold was, from 1874-1878, 14.92 
per cent.; as compared with silver it amounted only to 5.15 per 
cent. Finally, in 1878, the premium on silver disappeared in 
Austria completely and finally, while the premium on gold 
remained and has indeed increased since that time. The price 
of silver in London, the price of silver in Vienna, and the 
exchange on London, were at this time such that it was profita- 
ble to import silver into Austria and coin it here. This oppor- 
tunity was of course immediately taken advantage of in the 
exchanges, and ever-increasing quantities of silver were brought 
to the Austrian and Hungarian mints for recoinage in gulden, to 
the profit of speculators. In this way, to the great astonishment 
of the public, specie again came into circulation in the country 
in not inconsiderable quantities. The coinage of silver gulden 
amounted, in 1877, to about 16,500,000, in 1878 to nearly 25,- 
000,000, and in 1879 rose above 64,000,000. In the latter year 
this traffic was put a stop to, the coinage of silver on private 
account being discontinued. However irresolute the govern- 
ments might be regarding measures to be undertaken by them- 
selves, they were yet unwilling that the fate of our currency 
should be decided by private speculation, which had flooded the 
country in a short time with the depreciated silver. 

The situation which now supervened was of such a peculiar 
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character that I must beg leave to discuss it somewhat more at 
length. 

For more than a quarter of a century our paper money had 
had no relation to the metallic currency of other countries. The 
premium had driven abroad almost all the precious metals 
excepting the amounts which were locked up in the vaults of the 
bank. Now the dam erected by the premium had broken*down, 
so far as concerned one of the metals, silver, and it immediately 
flowed in in such quantities that it was thought prudent to pre- 
vent its further influx artifically by the prohibition of further 
coinage. Our money was thus again, after a brief interval, iso- 
lated from the specie of the rest of the world. Yet the situation 
was somewhat altered, the composition of the circulating medium 
inuse in the country was different from what it had been ; our cur- 
rency was rather more saturated with silver than before. 

We now had the following media of exchange: First, the un- 
covered government notes of varying amount, between 312,000,- 
000 and 412,000,000; further, the bank-notes secured by the bank’s 
reserve and, agreeably to the banking act, capable of increase 
when the bank succeeded in increasing its stock of metal; finally 
the silver gulden lately reintroduced into the circulation, the 
quantity of which could not be increased apart from such coin- 
age as the governments might undertake on their own account, 
and which, in point of fact, had so far been inconsiderable. 
Treasury-notes, bank-notes and silver gulden were of equal value. 
They were all alike “gulden of the Austrian standard,” and 
equally legal tender. 

Abroad, in exchange with countries having a gold standard, 
the “gulden of the Austrian standard,” although there were fre- 
quent fluctuations, yet maintained a greater stability than it could 
have done with a pure silver standard and with free coinage of 
silver. Our gulden shared not at all, or in a minor degree, in the 
great fall in silver which fully affected, ¢.g., the Indian rupee. 
This resulted from the suspension of free coinage, which closed 
the channels leading from the silver-market to our mints. 
Now, as the gold-value of silver bullion sank continu- 
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ally, though the gold-value of our gulden did not decline, 
or declined to a much lessextent, the bullion value of 
a silver gulden, measured in Austrian money, diminished 
greatly. It fell at times to about eighty kreuzer (eighty per 
cent. of a gulden). Silver had become of less value than 
paper! Or, more exactly, a silver gulden was indeed worth as 
much as a paper gulden, but the fine metal contained in a silver 
gulden (one-nineteenth of a kilogram of fine silver) was worth 
less than a “ guiden of the Austrian standard,” whether this might 
be a silver gulden or a paper gulden. 

The theoretical interest of this relation of values is as great 
as was its practical importance to the final regulation of our mon- 
etary system. 

I will briefly indicate the theoretical considerations which 
here suggest themselves. The Uniied States, the Latin Union, 
Germany, and other countries have likewise at present silver 
coins in circulation—silver dollars, silver thalers, etc., whose 
purchasing power considerably exceeds their metal value. This 
relation is to be explained, like the difference between the pur- 
chasing power and the bullion value of token coins, merely by 
the fact that in these countries there are legal provisions by vir- 
tue of which these silver coins represent more of the gold coin 
of the land than would be justified by their bullion value ; while, 
at the same time, this legal over-valuation is secured by the pro- 
hibition of free coinage. The excess-value of the silver coins 
mentioned is thus derive? from the value of gold money; its 
source is the value of the other, more precious, metal. But the 
case stands quite otherwise in Austria. We have, indeed, 
always had gold trade-coins (ducats and others) but until the 
reform of the currency we had ho gold coins for domestic use. 
The silver gulden were up to that time our only standard coins. 
If, now, our silver gulden so long maintained a purchasing power 
so far in excess of their bullion value, whence did they derive 
this value? There was, as we have said, no legal connection 
between the silver and the gold such that the silver might have 
derived value from the metal value of the gold. Concurrent 
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with the silver gulden, the paper gulden maintained an actual 
value far above the value which its metallic basis, the silver 
gulden, could have given it. Is there not, then, in this case, a 
clear example of a money whose value, in defiance of all 
theory, is determined quite independently of any relation to a 
metallic basis? I may be permitted to add that a phenomenon 
of precisely the same character, from the point of view of mone- 
tary theory, as that which has just been related of Austria, appeared 
at an earlier period in Holland, and again, very lately, in Rus- 
sia. After the last decline in the price of silver, the silver ruble 
fell below the paper ruble. The situation in Russia, hqwever, 
is a different one, in so far as that country is possessed of a very 
considerable stock of gold, while in Austria there was, up to 
1890, scarcely any gold beyond the little that belonged to the bank 
reserve. For this, and for certain other reasons, the case of the 
Russian currency, as well as that of the Dutch, has not the same 
theoretical cogency as that of the Austrian. 

The practical conclusion which our leading men have drawn 
from the situation which has supervened since 1879, is this, that 
they declare a return to a silver standard out of the question. 
A considerable time was required before opinion became entirely 
clear and positive on this subject. Even as late as the monetary 
conferences at Paris in 1878 and 1881, the delegates of our coun- 
try had received instructions which might admit the inference of 
an intention to reéstablish the old silver standard. In the year 
1867, however, a step had been taken toward uniting for a pure 
gold standard with the Latin Union, where a reform was then 
being attempted. But the difficulties which had obstructed the 
introduction of the gold standard in states far more prosperous 
than Austria consigned this plan to oblivion, and it was regarded 
as settled that Austria must content herself with a silver stand- 
ard. But now, since 1879, we have been coming to recognize 
more clearly, year by year, what would have resulted from a 
return to the silver standard. The money of account in the 
countries of chief importance to Austria’s foreign trade, espec- 
ially our greatest neighboring states, Germany, Italy, and 
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Switzerland, was gold. Had we entirely substituted silver for 
our peculiarly composite “ gulden of the Austrian standard”, we 
should have replaced a comparatively stable money with one 
much less stable, the introduction of which would have caused 
our money to depreciate suddenly and to almost the full extent 
of the fall of silver since 1879; while, besides, year after year, 
all our payments to and from foreign countries, our entire foreign 
market with its scale of prices, the fate of countless enterprises 
and individuals, and, especially, the finances of Austria and of 
Hungary, burdened with obligations calling for payment in gold, 
would have been exposed to the danger of fluctuations incalcu- 
lable in extent. If we would have money possessing the most 
important quality of money, stability of value, for the immediate 
and proximate future, this money must be gold; if possible, it 
might better yet be paper; but it should by no means be silver, 
in the sense of a pure silver standard, that is, of free silver 
coinage. 

Our monetary policy was by implication decided for us in the 
decision taken by Western Europe, with which we could not but 
agree. Even those among us who wished that Germany had 
taken another course, that the Latin Union had not departed 
from the double standard, that the United States had succeeded 
with its plan of rehabilitating silver, that England had tempered 
its unqualified adherence to the gold standard, could not do 
otherwise under the given conditions than accept the facts of the 
European world. We had afforded a refuge to silver during the 
period of free coinage before 1879, to our own detriment and 
without success ; we could not repeat the experiment, which, for 
our meager resources, would no longer have been an experiment 
but simply immediate financial and economic collapse. ‘Even if 
the monetary system of the civilized world is not regulated as 
it ought to be,’’—if I may repeat what I said on a previous occa- 
sion, —“‘still it remains a necessity for Austria to conform to that 
system, whatever it may be. Money is like speech; it is a means 
of intercourse. He who would have dealings with others must 
speak their language, however irrational he may find it. Lan- 
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guage is rational by the very fact that it is intelligible to others, 
and more rational in proportion as it is intelligible to more peo- 
ple or to all. There can no more be an independent money sys- 
tem than independent speech; indeed, the more universal char- 
acter of money, as compared with language, appears in this, that 
while a national language has its justification and significance in 
the intercourse of the world, there is no place for a national 
monetary system in the world’s intercourse. If Europe errs in 
adopting gold, we must still, for good or evil, join Europe in her 
error, and we shall thus receive less injury than if we insist on 
being ‘rational’ all by ourselves.” 

Resumption would hardly have been determined upon, how- 
ever, but for the fact that about the end of the “eighties” the 
value of our money, as compared with gold, materially rose. 
The premium on gold, which averaged 23.68 per cent. in 1887, 
showed an average of only 21.35 per cent. in 1888, 17.11 per 
cent. in 1889, and in 1890 of no more than 14.05 per cent. Our 
money reached its highest quotation in September, 1890. On 
September 2, 1890, the Napoleon was quoted on the Vienna 
bourse at eight gulden, eighty-two kreuzers, which corresponds 
to a premium of not quite nine percent. To this alteration in 
the quotations, the rise in the price of silver which had set in 
after the passage of the silver bill in the United States, without 
doubt contributed most, and it would certainly have been a 
remarkable coincidence if a law which was adopted in America 
in favor of silver had impelled a remote European state to a gold 
standard. As silver rose, the value of the Austrian silver gulden, 
of which the government had again acquired a larger supply, rose 
also. If silver came to the old par with gold, the silver gulden 
must reach the old par with the gold coins, and with it the paper 
gulden might also, perhaps, appreciate, now that the finances and 
the credit of the monarchy had been strengthened. The mone- 
tary policy of the United States opened up the prospect —toward 
which the quotations of those days seemed irresistibly tending— 
that as the premium on silver had disappeared in 1878, so now 
the premium on gold might disappear twelve years later. 
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The unexpected rise in the value of our money caused a great 
deal of excitement in this country. The public exulted in the 
naive opinion that the honor of our monetary standard, so long 
impaired, was about to be reéstablished. Moreover, all those 
who had payments in gold to make abroad, whether as interest 
or principal of loans, or for imports, calculated the advantage 
which accrued to them through the cheaper purchase of gold. 
On the other hand, the opposite calculation—of losses suffered 
—was made by those who received payments of gold from 
abroad, and who now exchanged these payments for a less sum 
of the money of the realm; this was the view of the exporting 
manufacturers of the West and the exporting agriculturists of 
the East, especially Hungary, and these classes exerted them- 
selves for their interests with the effectiveness with which great 
leaders of industry are always able to support their demands. 
They were able to claim that their personal advantage is insep- 
arably connected with the fate of their undertakings and with 
the fate of all persons employed in, or otherwise dependent upon, 
these undertakings. 

The governments were bound to regard the situation from a 
standpoint far above that of individual factions. In 1879 they 
had ordered the discontinuance of silver coinage in order that 
the money of the realm should not further depreciate ; and they 
had continuously maintained the prohibition in force, because 
the differences of values, on account of which the money of the 
country would otherwise have depreciated, constantly increased. 
Now this money had suddenly appreciated, and to an extent 
more than sufficient to blot out the difference against whose evil 
effects the discontinuance of coinage had been intended as a 
safeguard. But for the very reason that it was so sudden and so 
great, this “improvement,” however advantageous to individ- 
uals, was detrimental to the general interest, in that it was a 
considerable alteration in a standard which completely serves its 
purpose only when it remains unaltered. It would have been 
fortunate if the parity of the metals that had obtained down to 
1848 had never been lost, but now, after it had been practically 
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forgotten, after all claims and obligations abroad had come to 
be measured by other standards, after all the capital which had 
been accumulated and all the great enterprises which had been 
undertaken during the last forty years—that is, the great 
majority of all accumulations and all enterprises—had been 
accumulated and undertaken under the new conditions, it would 
have been a dangerous breach with the present to revive the 
obsolete standard of the past. Since the discontinuance of free 
coinage, it had been thought that a fair degree of security 
against an excessive depreciation of the currency had ‘been 
attained, and that a condition of tolerable stability had thus been 
reached. The possibility of a considerable and rapid apprecia- 
tion had not been anticipated. Now that appreciation had set 
in, in consequence of the rise in the price of silver, the complete 
insecurity of our currency system was for the first time recog- 
nized, and it became necessary at length to take serious thought 
for putting it on a firm basis. But this could be accomplished 
only by passing to a gold standard. Thus, at last, was reached 
the decision to resume specie payments. 

The period 1890-1892 was occupied with all sorts of pre- 
paratory measures. Especially, purchases of gold were made 
by the two governments with the resources of their treasuries ; 
this was particularly the case with the Hungarian government, 
of which it is to be said that it made up, at the last moment, by 
extraordinary energy and skill, for the grave and protracted 
neglect of its fiscal duties in previous years. The gold purchases 
of the governments may have been one of the chief causes of 
the fact that, as a result of the increased demand for foreign 
exchange, the course of foreign exchange again became gradually 
less and less favorable to this country, so that the improvement 
in the exchanges during the summer of 1890 was finally lost, 
and there was a return of more moderate rates. If this was the 
purpose of the action taken by the governments it may be accepted 
as proving how far a government may be able, by judicious 
interference, to modify the action of the “natural laws” that 
govern the market. At any rate, however it may have come 
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about, the governments, which had found the money market 
unfavorable to their purposes in the summer of 1890, found, in 
1892, that the condition of the market precisely answered their 
purposes. 

Herewith we have reached the question of the “ relation ”’— 
of the terms of conversion—between the old and the new 
standard. 


Ill. 


All plans which had been devised up to 1866 proposed 
simply to resume specie payments in silver, while the paper 
gulden already issued should be redeemed at their full nominal 
value in silver gulden, so that the paper money would have 
regained at once its old parity with gold coin. Since then the 
situation had changed so greatly that the old plans had become 
impracticable. There was more to be done than merely to 
redeem the paper; it was further necessary that its metallic 
basis, the silver standard, should be converted into a gold stand- 
ard. Both of these difficult operations, which were thus to be 
combined, had to be carried out under circumstances which 
made them, even independently of each other, more difficult 
than the corresponding operations by other states during recent 
decades. The United States had redeemed its paper money after 
the war for the Union; the French republic, after the war with 
Germany ; the new kingdom of Italy, after it had become firmly 
established ; but nowhere had such a currency become so deeply 
rooted by time, so incorporated into the habits of trade, or been 
so long and with such grave consequences deprived of a solid 
metallic basis. Germany and many other states had exchanged 
the silver for the gold standard, but they had done it before the 
ratio of silver to gold had been so gravely disturbed. 

In consequence of the peculiar complications of the case, 
a question has here come into prominence, which could cther- 
wise have been answered summarily and without deliberation— 
the question of the relation, as it is called with us. At what 
value was the paper gulden to be redeemed? 
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The most obvious plan seemed to be that which had always 
been intended up to 1866, namely, the adoption of the nominal 
value. But the paper gulden had a nominal value only in silver; 
its face value was a silver gulden of one-ninetieth of a kilogram 
fine. If this value was reduced to a gold value, at the market price 
of silver, the paper gulden would appear to be worth not even one 
and one-half marks of the German standard. But, again, if the 
silver gulden were reckoned at the old par (one gulden equalling 
two-thirds of a thaler) and on this basis reduced to terms of the 
German standard, it would be valued at two Imperial marks. 
Commercially, it had always been customary, since earlier times, 
to speak of two marks as “the face value of the gulden in gold,” 
though this valuation was not justified in any strictly legal sense. 
The governments had never given a promise which could in any 
way be taken as implying an obligation to redeem their notes in 
gold at all, much less in any fixed amount of gold. The paper 
gulden has no face value in gold. 

If, instead of a nominal value, an estimate was made of the 
market value of the silver gulden, relatively to the quotations for 
the coins and paper of gold-standard countries, an evaluation 
was obtained about midway between the extremes just given; our 
gulden was worth, in the market, about 170-180 pfennigs, that is, 
about one and three-fourths Imperial marks. This actual mar- 
ket value was clearly the one which must be chosen. The quo- 
tations, at which bills and coins of the gold standard countries 
were rated in our money must, plainly, determine the quantity of 
gold for which the paper gulden was to be redeemed, of which 
the new gold gulden was to consist, and according to which the 
parity of our money with foreign money was henceforth per- 
manently to be fixed. But that did not entirely settle the ques- 
tion; the real difficulty was only just presented for solution. 
The market value of our money was to determine the ratio of 
redemption; but the market rate for what day, for what time? 

Three opposing views were offered. The rate of the day on 
which the new standard should be adopted was favored by some; 
by others, the average rate for a considerable period in the past; 
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yet others demanded that account be taken of the forces by 
which the exchanges would be affected —it was anticipated that 
they would fall—in the future. The difficulty of the decision 
is shown by the fact that none of the three views was capable 
of precise formulation. If the day’s quotation was to decide, 
then, what day’s quotation was to be decisive? The one on 
which the government brought in its project, and which might 
naturally seem preferable in the opinion of the administration, or 
that on which the proposal became law, or the one on which it 
went into effect? In the alternative case, of what period should 
an average be taken?—the period since the discontinuance of 
free coinage in 1879, which many advocated, or since the last 
note issue of 1866, or since 1859, or since 1848? And, finally, 
who was to anticipate exactly the future course of the money 
market? 

In support of each of the three opinions, little as they were 
capable of precise formulation, weighty reasons could be adduced. 
In favor of the day’s-quotation plan, it could be said that it 
would be unjust to offer to the owner of a quantity of gulden, by 
act of legislature, and to the creditor to whom such a sum was 
due, less gold than he could even then obtain in the open mar- 
ket; and, on the other hand, that it was quite as unjust to require 
of the debtor more gold than he would have had to give in the 
open market to obtain the gulden necessary to discharge the 
debt. In favor of employing the past average rate it was to be 
said that existing undertakings, prices, demands and liabilities 
had been accommodated to it in much greater degree than to 
any other rate; that, therefore, if it were adopted, the disturb- 
ance to business would be much less than that accompanying the 
employment of any other ratio. In favor of making allowance 
for the probable future condition of the market it could be argued 
that the demand for gold arising from the introduction of the 
gold standard must lower the value of the old money and that it 
was, therefore, unadvisable to base calculations on the existing 
relations of value which must soon make way for others. On the 
whole, the financiers favored making use of the market rate for 
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aday, not only because their own business operations had accus- 
tomed them to it, but also because this made probable a somewhat 
higher equivalent for the gulden—a “heavy” gulden—and they 
thought it prudent to avoid antagonizing the foreign capitalists 
(whose assistance was indispensable for a successful reform of 
the currency) by paying in “lighter” gold gulden their drafts on 
paper or silver. The government and many theorists favored a 
“lighter” gold gulden, which would correspond to the past aver- 
age ratio, and which would also anticipate the probable future 
movement of the quotations. 

In the end disagreements were reconciled much more easily 
than could have been expected. As has already been remarked, 
the course of the market, which had gradually grown more favor- 
able to the Austrian money after 1890, had now again become 
less favorable, and had pretty closely approached the average 
rate. On the day on which the government at length brought 
in the bill, twenty- mark pieces stood in Vienna at 11.72 gulden; 
napoleons at 9.505; sovereigns at 11.94; while the governments, 
on the basis of the average ratio since 1879, proposed to allow 
the gulden a somewhat less weight of gold, which would have 
raised the coins named to a nominal value of 11.757, 9.523 and 
12.008 gulden, respectively. To this, moreover, it is to be 
added, that the average ratio would be approximately the same 
whether it was calculated from 1879 or 1866, from 1859 or 1848. 
Those who were interested in having a heavy gulden were com- 
pelled to admit that the fluctuations of the market within an 
extremely short period might have led to the adoption of a still 
lighter gulden, and that for the slight loss which they tempo- 
rarily suffered by the proposed ratio, there was ample compensa- 
tion in the prospect of security against all further fluctuations 
after the reform of the currency should have been accomplished. 

The proposed ratio was accepted without any opposition worth 
mentioning. It corresponded to a discount on the gulden of 
about seventeen and one-half per cent. as compared with the 
par of the Austrian money, as rated in terms of the currencies of 
Western Europe before the year 1848. 
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IV. 


I will now, as briefly as possible, relate what has been done 
up to the present for the reform of the currency. The bills, 
brought in, in May, 1892, were approved by the Emperor in Aug- 
ust. They fix certain essentiat features of the new standard, 
but do not entirely make it plain what its character is to be, 
because they reserve many important particulars for later regu- 
lation. 

The new currency is known as the “crown” | Kronen| cur- 
rency, so-called from the new unit of account, the Krone, which 
takes the place of the gulden and is precisely equal to one-half 
gulden. Thus any sum of money expressed in gulden is reduced 
to kronen by simply doubling. Public opinion has long de- 
clared for a unit of account smaller than the gulden, “for what 
is bought in Germany with a mark we must pay a gulden,” 
although the mark is worth less than six-tenths of the gulden. 
This was the oft-repeated complaint of the public. Lower retail 
prices were hoped for as a result of the smaller monetary unit; 
in opposition to almost all theorists the governments complied 
with this wish. 

Correspondingly, in place of the former unit for the smaller 
coin, the kreutzer (one-hundredth of the gulden ), the new hel- 
ler (one-hundredth of a krone) was introduced, with a value half 
that of the kreutzer. It was scarcely proposed by any one to 
conform to one of the existing foreign standards as the German 
mark or the French franc. The idea of a uniform cosmopolitan 
coinage, though it had met with so great approval at the mone- 
tary congress held on the occasion of the Paris World’s Exposi- 
tion in 1867, was foreign to that generation of Europeans who 
had reached political maturity under the high tension of national 
sentiment attending the unification of Italy and Germany, the 
Franco-German war, the military restoration of Russia, and the 
condition which followed these events, the general and ominous 
military preparation known as the “armed peace.” The character 
of the krone-currency, so far as it has been determined, is that of 
a gold standard of the purest description, similar to the English 
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or the German standard, as the latter was originally projected 
(not, certainly, as it has been realized). As standard coins, gold 
pieces only are proposed—ten and twenty kronen. Silver is 
issued in krone-pieces, subsidiary coins, greatly over - valued, hav- 
ing the high legal-tender limit of fifty kronen. Besides these 
there are nickel and bronze coins. The kilogram of fine gold is 
coined into 328 ten-kronen pieces, or 164 twenty -kronen pieces 
The twenty-kronen piece has a fine content of something more 
than six grams (6.09756). Its equivalence is accordingly as 
follows: 

1 Krone=1 Franc 5 centimes (exactly 1.05135), 

1 Krone=85 pfennigs, German standard (exactly .85060975), 

1 Krone=10 pence (9.99), 

1 £=24 Kronen (24.01743), 

1 dollar equals roughly 5 Kronen (more exactly 4.9351). 

The governments were especially charged to procure by loan, 
and to coin as much gold as is required for securing 312,000,000 
gulden of the government notes in circulation. Until the time 
when specie payment goes into effect, the gold pieces here 
referred to are to be held in store under the supervision of Parlia- 
ment. Gold pieces are coined, besides, for the bank and on 
private account, and they have already been put in circulation 
although only in very small amounts. The first of the new sub- 
sidiary coins (silver, bronze and nickel) are, in part, just now be- 
ing issued, while part will be given out presently. The new 
coins will, for the present, circulate concurrently with the old; 
an Austrian of to-day can make his payments as he pleases, in 
gold, silver or paper, or in copper, nickel or bronze. Just as 
rapidly as the coinage progresses, corresponding amounts of the 
old pieces will be withdrawn. That is the monetary program as 
it has thus far been laid down by statute. The rapidity of its 
realization depends, practically, on the rapidity with which the 
necessary quantity of gold can be procured. Until very 
recently, few Austrians would have dared to believe that their 
country, which they had heard characterized as burdened with 
debt, creditless, deficient in capital, feeble, should be in con- 
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dition to supply itself, ia a time of general demand for gold, 
with the great quantity of the precious metal necessary for 
securing a gold standard. Ten years, or even five years earlier, 
there had seemed scarcely a prospect that we should be able to 
supply our necessities. But the condition of the market had 
changed. The “gold blanket” which, according to Bismarck’s 
utterance (since become famous) was to be found short, has 
since grown broader in all directions, throughout Europe. The 
great banks were able steadily to increase their stock of gold. 
Discounts fell, showing that the money markets were well sup- 
plied ; at the same time, the news from the gold-producing coun- 
tries was growing more favorable; the annual out-put was 
increased, and approached the largest production which had ever 
been known in the years of greatest abundance. Those Euro- 
pean countries which had decided to adopt a gold standard, or 
(as, e.g., the Latin Union) to reorganize their double standard with 
gold as a basis for calculation, had for the most part concluded 
their operations, or, at any rate, brought them nearer a 
provisional conclusion. This gave an opportunity for additional 
states to supply themselves out of this abundant out- put, and 
among the European countries yet remaining it was undoubtedly 
Austria’s turn next. The writer of economic history will, at some 
future time, be able to take a clear survey of the process by 
which, from 1850 on, the channels of circulation were filled with 
gold—gradually, now here, now there; first partly, then com- 
pletely ; first temporarily, then permanently ; the states following 
each other in a more or less definite order, which was condi- 
tioned by the degree of industrial development and of wealth, 
by inherited currency laws and customs of reckoning, and by 
accidental circumstances; and although broken in some cases 
by precipitate action, this order was governed, on the whole, by 
a sort of tacit understanding. Austria, which had long volun- 
tarily held back, might therefore well feel that it was her turn to 
act. 

The condition or the market in which Austria set about pro- 
curing her gold would be incompletely described if attention 
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were not called to a fact which had operated in our favor, and 
which has also in other ways, during these decades, contributed 
much toward determining the movements of the gold current. 
Gold has often entirely or partly reversed its movement, and has 
flowed away from countries which had previously absorbed it 
freely, gushing out and away from those states in a torrent, as 
from a reservoir. It was sucha reverse current that filled Europe 
with gold from certain South American countries that were suf- 
fering from a monetary crisis. But that which worked for our 
good still more, and beyond all expectation, was the fact that 
an unusually abundant supply of gold flowed out from the United 
States just at the moment when Austria applied herself to pro- 
curing a stock of that metal. All the great European banks of 
issue profited by this opportunity, and we, too, made the most 
of it. It is in great part your republican “ Eagles,” stamped 
with the imperial eagle of Austria, or the royal crown of St. 
Stephen of Hungary, that just now are furnishing the basis of 
our gold standard. 

The governments and the bankers of the monarchy showed 
the greatest energy in taking advantage of the favorable moment. 
Up to the year 1890, we had, besides a small quantity of gold 
for foreign trade, only the gold reserve of the bank, which 
amounted to about 90,000,000 gulden—of which, however, only 
about 65,000,000 was actually gold, the rest consisting of gold- 
bills. Since 1890, both governments have bought gold, or even 
gold-notes, with the funds in their treasuries; a procedure for 
which they did not require the permission of parliament. Since 
immediately after the approval of the reform laws, for the most 
part as early as August and September of last year, the bank 
has bought gold, taking advantage of the favorable rates of 
exchange and the American export of gold. The flow of gold 
into the bank was promoted by a liberal rating of foreign coins, 
as well as by the bank’s legal obligation to pay for a kilogram 
of gold—which, minted, makes 3,280 kronen— 3,276 kronen in 
bank notes, a comparatively slight seigniorage. After a time, 
indeed, the flow of gold to the bank ceased, but the governments 
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now proceeded to carry out the legal provision, that gold for 
funding the government notes should be procured by borrowing. 
In this they make use of the co-operation of a great number of 
institutions of credit which are conducted by the greatest houses 
of the monarchy. The loan is being placed abroad, gradually, 
and the receipts employed for the purchase of gold. The 
establishments placing the loan have already turned over to our 
Minister of Finance the gold accruing from the first installment 
of the loan, and have since undertaken the placing of a second 
installment, for which they have probably already secured the 
requisite amount of gold. Supposing them to have succeeded 
in this, we are, at the present moment, able to dispose of the 
following gold funds: 


(1) The Bank’s stock of gold (and gold bills) 133,300,000 gulden. 


(2) Stock of gold in the Austrian Treasury, 
(including gold bills) - - - 35,000,000 “ 


(3) Stock in the Hungarian Treasury (includ- 
ing gold bills) - - - : - 55,000,000 


“ 


(4) Obtained by the government by means 
of loans’ - - . - 


“ 


127,700,000 





Total - - - - 351,000,000 gulden. 


Of this, the gold paper, which is gradually being called in, 
constitutes but a small part. The increase of our gold supply 
has been achieved without perceptible draft on th stock of other 
European countries ; particularly, the reserves of the great banks 
of issue have not been trenched upon. The foreign financial 
world, which at first regarded our purposes with mistrust, now 
recognizes the skill and discretion of our agents, who have thus 
far in no way disturbed the monetaty system of Europe. More 
precise knowledge of the source of the gold obtained has 
reached the public only so far as concerns the acquisitions of the 
bank. Of the 40,000,000 gulden which it has recently acquired, 
the greater part has come from America. About 17,000,000 has 
come in the form of bullion and 23,000,000 in foreign coin, and 
of this not less than 18,500,000 in American “ Eagles.” 
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As remarked above, the governments are charged with pro- 
curing 312,000,000 gulden for securing the treasury notes. For 
this purpose, the sums indicated under (3) and (4) are available, 
amounting to 182,700,000, while 129,300,000 are still to be pro- 
cured in order to conclude this part of the operation. 

At this moment, then, we stand at the point of transition 
from the old to the new standard. This transition state is by 
no means free from dubious and objectionable features. Up to 
the present we have not adopted specie payment. We still need 
more gold; we continue to accumulate it, and, apart from the 
small sums coined on private account, we do not yet permit the 
gold which has been collected to pass into circulation at home, 
much less to be paid out abroad. While the mints, as well as 
the bank, are required to purchase gold at the price fixed by law, 
neither do the governments for the present pay out gold, nor 
does the bank redeem its notes. Thus gold can come into the 
country, but it is not yet allowed to go out. Private persons 
and speculators have the privilege of disposing of gold here, 
but it is not possible for them as yet to carry gold away from 
here. 

From this it follows that it is no longer possible for our 
money to rise permanently as compared with foreign gold coin, 
though it may fall. Any incipient advance would lead to the 
flow of gold through the exchanges from abroad into the vaults 
of the bank. The value of our money would thus be lowered 
again to the legal ratio; on the other hand, a possible fall of its 
value would not be counteracted by payments in specie. Aside 
from silver, we still pay invariably in irredeemable paper, whose 
value, even with the fullest confidence of the market in the 
successful reform of the currency, must yet, in case of an unfa- 
vorable turn in rates of exchange, be much more exposed to 
fluctuations than the value of coins, which is maintained by the 
value of their metal. The danger of a fresh depreciation as against 
the legal rates of equivalence just published, is therefore not yet 
definitely past. In fact, a slight discount already exists since the 
beginning of this year; there is a premium on foreign exchange 
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and on coins of the gold standard, which, since the beginning of 
April, has risen, pretty rapidly, to rather more than two per cent. 
There is not a little uneasiness on account of this fact, and it is 
regarded by the public as confirming the declaration of experts 
that we have not yet reached a normal condition. 

What is there still to be done, in order that the reform of the 
currency may be considered complete, and that payment in specie 
may at length be resumed? 

It was calculated, above, that about 130,000,000 gulden of 
gold still remains to be provided in order to complete the 
fund determined upon for securing the 312,000,000 gulden of 
government notes. In procuring the millions yet lacking, we 
are prepared to encounter friction and obstacles greater than 
those we have met with in procuring the earlier instalments. 
“The first fifty hundred millions will be the easiest to obtain, the 
last, the hardest;’—this was the watch-word with which the task 
of providing gold was begun. It is to be added that we shall 
have to push our operations with increased vigor. We might 
deliberate as to whether we should begin; we cannot hesitate 
after we have once started out. We cannot afford to let the 
premium make itself at home again in the new situation; we 
must pass out of the transition stage as soon as possible. 

But it is clear that our monetary program, so far as it has yet 
been fixed by law, is not sufficient. We must do something more 
than merely secure the 312,000,000 gulden of notes with gold. 
But as the governments have not yet declared their further pur- 
poses, I must confine myself to describing the actual situation as 
it is, without being able to point out the measures which wil! be 
adopted. 

To begin with, the 312,000,000 is only the minimum amount 
of the government note circulation. The entire circulating debt, 
as was explained at the outset, exceeds this by 100,000,000; this 
amount, if it cannot be covered by the salt-works bills, circulates 
likewise in the form of government notes. In regard to the pur- 
poses of the administration as to this part of the floating debt 
nothing has thus far been made known, aside from the declara- 
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tion of the Austrian Minister of Finance that the stock of gold 
in the possession of the Austrian treasury placed at 35,000,000 
gulden under (2) above, might be appropriated to this purpose. 

Further, the condition of the bank is to be taken into ac- 
count. The circulation of its notes amounted, on March 31st 
of this year, in round numbers, to 465,000,000 while their 
metal consisted for the most part (to the amount of 174,700,- 
000) of silver. If the bank is to resume specie payments in gold 
it must first have disposed of a very considerable part of its 
stock of silver in exchange for gold. In view of the critical con- 
dition in which the Austrian currency and the Bank have stood 
for so long, the fact that mistrust abroad is so easily awakened, 
and mistrust at home awakened perhaps more easily still, the 
solvency of the bank must be placed far above all doubt before 
the new régime can begin. 

The governments will, at any rate, be in condition to afford 
the bank a certain degree of assistance. For, of the gold which 
is to be collected, to the amount of 312,000,000 for securing the 
government notes, there will remain (leaving out of account the 
100,000,000 residue of the floating debt) a not inconsiderable 
excess, because a part of the notes will be redeemed with silver 
kronen. Meanwhile, it is not to be overlooked that the govern- 
ments will have to guard, on yet another side, the equilibrium of 
the gold and silver currency. Aside from the silver treasure of 
the bank (and taking no account of the subsidiary silver coinage 
which has been issued to the amount of about 40,000,000 gulden) 
there is in the country much other silver money of larger denom- 
ination, partly the product of the recent coinage, partly, also, 
hoarded for a long time past, especially by the country people. An 
account taken April 28, 1892, showed that there was then on hand 
in the national and other public treasuries, and in the hands of rail- 
ways and institutions of credit in Austria and Hungary, including 
the holdings of the bank (then amounting to only 164,000,000) a 
stock of something over 180,000,000 gulden ; but in this were not 
included the funds held by the public, and also no account was 
taken of subsidiary coin. At the introduction of the bills in 
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Parliament the entire mass of silver money on hand at the end 
of 1888 was estimated by the Austrian administration (basing the 
calculation upon the domestic production, the imports and ex- 
ports, and the conjectured use for industrial purposes) at not 
less than 230,000,000 gulden. But here, again, is an omission of 
13,000,000 gulden in thalers of the Zoll- Verein, which we were 
obliged to take from the German government. The Austrian 
Minister of Finance declared later, in the House of Deputies, that 
‘‘no one knows what amount of silver currency we actually have 
in the country.” A part of the silver on hand is now needed, at 
any rate, for coining the new silver kronen. But as only 200,- 
000,000 kronen of this, equal to 100,000,000 guiden, are to be 
coined, and as these are so far over- valued that they will require 
the use of not more than about 75,000,000 of the old money, a 
very considerable portion of this amount will be left over. The 
disposition which is to be made of this remains an open question 
in the ordinances thus farenacted. Meanwhile, it may safely be 
assumed that no silver will be sold; the loss resulting would too 
sensibly affect our finances, and, besides, it appears that reassur- 
ing declarations on this point were published from the first, in 
order to favorably influence the foreign markets. On the other 
hand, it may just as safely be assumed that, however great the 
excess of silver may be, we shall not alter, in the new law, those 
most essential stipulations which secure to gold the primacy in 
our monetary system, and give our money constancy of value as 
reckoned in foreign gold standards. 

It is scarcely avoidable that our model monometallic gold 
currency will in the end have to be transformed into some sort of 
a halting gold standard, after the manner of most other states. 
This might come about most easily by allowing the excess of sil- 
ver gulden to remain in circulation, as was done with the thaler 
in Germany. The Austrian House of Deputies has expressed a 
wish in the form of a resolution, that in place of the excess of 
old silver gulden, new silver standard coins of the kronen system 
should be issued, the amount to be made contingent on condi- 
tions to be specified. The Austrian House of Peers, however, 
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as well as the Hungarian Parliament, seem to favor the 
nance of a pure gold standard. 
Thus the silver question, which agitates the whol 


silver. The Austrian and the Hungarian governments 


jarring sentiments of the representative body. Besides, 


clusive care for one’s own advantage, which passes wi 


dividuals, without doubt now governs the conduct of all 
countries with regard to their monetary systems. It is 


PRAGUE. 





exists also in Austria- Hungary. We have silver enough to be 
directly interested in the international decisions as to the fate of 


however, declare in favor of silver at the monetary conference 
in Brussels; they have rather observed an attitude of entire re- 
serve. Indeed, they could not well do otherwise, with proper 
regard to the condition of our legislation at the time and to the 


obliged, for the present, to devote all their energy to procuring 
gold, and need not run any risk on account of their store of sil- 
ver, to which, at the worst, they can afford a place in their own | 
monetary system as successfully as the like has been done in the 
monetary system of other European states. Selfishness, the ex- 


authors as the sole norm governing the economic behavior of in- 


that a larger measure of mutual confidence would be the most 

highly conducive to the advantage of all, but it must be admitted 
that an exaggerated self-confidence may very readily be con- 
doned in a state which, after decades of weakness, has at length 

found power to help itself, and which must avoid every appear- 

ance of delay or retreat in order not to admit despondency into 

its own camp, or to permit doubt of its serious purpose or its 

strength abroad. F. WIESER. 
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THE monetary history of the French settlements along the 
River St. Lawrence was influenced in no slight degree by mer- 
cantilist regulations. Royal paternalism, exclusive trading com- 
panies, monopolies in both the export and import trade, maxi- 
mum selling prices and minimum purchasing rates, and the 
prohibition of traffic with any but the mother country, were 
prominent features of the French colonial policy. They should 
be noted in this connection as factors of considerable importance 
in the financial and monetary affairs of the colony of Canada. 
Furthermore, they are the necessary preliminary to our proposed 
account of that monnoye de carte whose varied fortunes between 
1685 and 1766 form one of the most characteristic, though possi- 
bly unfamiliar chapters in the history of paper currencies. 

A study of the monetary experiences of Canada during these 
years naturally divides itself into five parts, corresponding with 
the several stages of the history of the currency, and of its ulti- 
mate depreciation and liquidation : 

I. The period preceding the card money, from the earliest 
settlement to 1685. 

II. The early use of the paper expedient, 1685-1719. 

III. Employment of card money as colonial currency under 
royal authority and restriction, 1729-1749. 

IV. Era of territorial aggression, foreign war and recourse 
to unauthorized issues of a new type, 1750-1760. 

V. Period of enforced liquidation, 1760-1766. 


I. 
—1685. 


The exchanges of the first period were chiefly effected by 


means of barter. The colony produced but little. The greater 
406 
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part of the supplies and food for the settlers was imported from 
France ; imports thus greatly exceeded exports, and the specie 
brought into the colony for the royal expenses was almost im- 
mediately returned to the mother country in adjustment of the 
unfavorable balance of trade. This homeward movement of 
coin was accelerated by the lower prices of commodities in 
France, and by the natural poverty of a new and undeveloped 
region. The settlers, too, were averse, perhaps unconsciously 
so, to using expensive money metals as the medium of exchange 
when something cheaper could be made to serve the purpose. 

Peltries were practically the only commodities exported, and 
the larger proportion of these were beaver-skins. Beaver-skins, 
therefore, being the important staple of the colonial trade, came 
to be used as currency, much as was tobacco in the early days of 
Virginia," though other forms of barter were widely employed.” 
In the fur trade, brandy was a tender eagerly accepted by the In- 
dians, and neither royal decrees nor ecclesiastical protests could 
altogether stop this use of the liquor. 

Barter, however, was attended by many inconveniences. Not 
the least of them, according to a decree of 1670, was the frequent 
necessity of waiting for consumable supplies until the raw pro- 
duce had been exported to France, sold, and the needed goods 
brought back to Canada. The inconveniences of deficient cur- 
rency, and of realizing returns but once a year, were brought to 
the attention of the French West Indies Company, then the own- 
ers of the trading monopoly in North America. Its influence 
secured in 1670 a special coinage for the colonies, consisting of 
silver pieces of 15 sols and of 5 sols and of copper “ doubles” of 
2 deniers3 But specie continued to be exported from Canada 
and even the newly introduced subsidiary coins were sent 
abroad. 


To secure the supposed advantage of keeping this specie in 


"PARKMAN. Zhe Old Regime in Canada, p. 299. 
*FAILLON. Histoire dela Colonie Frangaise, iii, p. 246. 


3E. Zay. Histoire monétaire des Colonies Frangaises, d apres les documents officiels, 


“a 41-43. Inthe XVII. and the XVIII. centuries the French money table was as fol- 
OWS: 


12 deniers=t sol, 20 sols=1 livre. The livre afterwards became the franc. 














408 JOURNAL OF POLITICAL ECONOMY. 


the colony, the device of raising its current value one-third was 
resorted to in the Declaration of November 18, 1672. Coins of 
France were also made a tender at one and one-third times their 
value at home. By these means it was expected to reduce all 
payments in kind to terms of specie, “ for the sake of the facility 
of commerce and the growth of the colonies ’* 


This decree, moreover [says an official report of 1717],? was of 
great advantage to the West Indies Company. It paid the officers 
with this money on the basis of the increase, it bought merchandise 
and the services of the colonists with the same money, and it gained 
in both transactions an extra profit of one-third. It made a similar 
gain on the French goods which it sold in America, because the 
price of these was raised in proportion to the increase in the nomi- 
nal value of the specie. Hence, also, the distinction between the 
two kinds of money in the colonies. The one, taken at its rating in 
France, is called monnoye de France or “ivres tournots, the other, con- 
sidered at its current value in the province, is termed monnoye du 
pays. That is, a piece of 10 sols monnoye de France is worth 13 sols, 
4 deniers, in Canada, and a piece of 15 so/s circulates as 20 so/s, mon- 
noye du pays. 

Profitable though it was to the trading company, the depre- 
ciation of the standard did not accomplish the professed purpose 
of the decree. Instead of passing at its nominal value in 
Canada, and thus escaping the 25 per cent. reduction which 
it would suffer if used in France, the debased coin soon fell to its 
intrinsic value in the colony—the increase in its rating being 
defeated by the rise of prices quoted in its terms. Then, of 
course, it became subject to the same forces of colonial trade as 
any other specie. The regular efflux of money metals was not 
appreciably checked and Canada again was forced to be content 


* Ibid., p. 46. Arrest du Conseil d’Etat, etc. In 1670, the silver Hivre tournois, OF 
unit of the French standard (monnoye de France) weighed 9.2 grams and was 11-12 
fine. (Zay, 45.) It therefore contained the same weight of fine silver as .3506 of the 
present American dollar. Twenty Avres of the debased coin (monnoye du pays) es- 
tablished in 1672, would be equal to $5.259, or 15 ivres tournois, i. ¢., 1 livre du pays, 
$0.263; 1 livre de France, $.351. 

2 Memoire sur la monnoye de carte et historique de ce que s'est passé a ce sujet, 12 av- 
ril, 1717. Conseil de Marine. ZAy, p. 141. 
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with the small proportion of coin demanded by the wealth and 
commerce of the country. 

Some abuses incident to the monnoye du pays were remedied 
by the decree of 1674, which abolished the artificial value at 
which the new coin was legally current’ But through a peculiar 
custom in the fur trade, /a monnoye du pays was retained until 
1719 as the usual money of account, reducible to terms of the 
standard by a reduction of 25 per cent.? 

By 1679 agriculture, and especially grain growing, had been 
considerably advanced. The colonial intendants, however, still 
complained of the scarcity of coin. There is nothing to show 
that they appreciated the need of a country’s having an abund- 
ance of other valuable commodities, exchangeable for gold amd 
silver, before it can reasonably expect to retain the desired 
amount of coin in circulation. Whatever may have been their 
economic thinking on this point, it was thought necessary in 
March, 1679, to declare wheat a legal tender at the rate of 4 
livres per minot 3 

Five yeass later, the colony again suffering the lack of the 
preferred medium of exchange, the haditants, or colonists, were 
empowered to discharge their obligations in mooseskins, at rates 
fixed by the governor and intendant .* 

This was practically the last law on the currency before the 
introduction of card money. This first period was the barter 
period of colonial trade. Specie, to be sure, was the only cur- 
rency permanently recognized as such, but, as the colony was 
poor in almost everything, it was poor in specie. The effort to 


* Arréts et Reglements du Conseil Superieur, pp. 15 - 16. 

*ZAY, p. 142. Memoire, ut supra. 

3Arréts et Reglements, p. 42. A minot was three French bushels. The document 
recites that creditors refuse to accept the grain except at very low prices, that the fruits 
of their harvest are frequently the only property at the disposal of debtors, and that the 
payment of debts in wheat at such low rates would leave them none of the food saved 
for their support. Wherefore it is decreed that during the three next succeeding 
months, wheat may be offered in payment at the rate of 4 /ivres per minot. To refuse 
such discharge is forbidden, and purchase of grain for purpose of payment prohibited 
on pain of confiscation and arbitrary fine. 
‘ Ibid., p. 55. 
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keep coin in the country by debasing the standard, ended in self- 
confessed failure. Inthe later years of this period, it was the 
custom of the French authorities, each autumn, to remit to the 
officials at Quebec the supplies of money and of goods needed to 
support the colonial establishment during the succeeding year. 
The solvency of the government in Canada was thus maintained 
without the help of artificial devices." 


II. 
1685-1719. 


The funds for the year 1685 were not remitted the preceding 
autumn. Jacques de Meulles, royal intendant of police, justice 
and finance in Canada, found himself sorely pressed by lack of 
money. He writes to the Minister of Marine, September 24, 
1685,? that he had drained his own purse and those of his friends 
in order to pay the soldiers their usual monthly wages, and 
finally, loans failing, was obliged to seek some other aid. 


Not knowing [he continues] to which saint to make my vows, 
and money being exceedingly scarce, I hit upon the idea of paying 
out in place of silver, notes made of cards cut in four pieces. I send 
you, my Lord, specimens of three kinds, the one being for four 
Francs, the other for forty so/s, and the third for fifteen so/s, because 
with these three sorts I could just pay a soldier’s wages for one 
month. I have published an order obliging all the colonists to 
receive this money in payment and to give it currency, undertaking 
in my own name to reimburse the said notes. No one has refused 
them, and the measure has had such good effect that by this means 
the troops have lived @ 7 ordinaire. 


No other contemporary account of the first issue of card- 
money has been discovered. The samples forwarded with the 
intendant’s letter have been lost, and as the notes were destroyed 
after their redemption, we know nothing further as to the appear- 
ance or inscriptions of the cards used by de Meulles. According 


"ZAY, p. 143. Memoire, ut supra. 


?ZAY, p. 127. Also quoted by Parkman, zéid, p. 306. 
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to M. Zay, whose collection of documents on the card- money is 
the most complete yet published, “there is every reason to believe 
that the cards bore only the impress in sealing-wax of a 
crowned fleur-de-lis, the written indication of their value, and 
the signatures of the intendant and the clerk of the treasury.” 
From the meagre description given in the letter just quoted, it 
appears that the first issue was, in effect (1) an anticipation of 
remittances from France, (2) backed by the intendant’s personal 
pledge of repayment, and (3) endowed with the quality of legal 
tender. 

From this time on, the colonial funds were seldom sent in 
advance; the moneys for only the expenses of the current year 
were forwarded in the ships sent annually by the King. But, as 
the ships did not arrive until September, after nearly all the year’s 
expense had been incurred, the intendants were frequently 
obliged to anticipate revenue by issuing sonnoye de carte. This 
currency was made of ordinary playing-cards, cut in different 
shapes for the several denominations. The value, expressed in 
terms of the debased monnoye du pays, was written on each side, 
and all the cards were signed by the gouverneur-général, the intend- 
ant, and the clerk of the treasury. The right of issue pertained 
to the first two officials, and, after the preparation of the cards 
had been duly recorded, and a decree establishing their legal - 
tender quality published, they were transferred to the disbursing 
officer, the clerk of the treasury, who receipted for them as sub- 
stitutes for the moneys which he should have received from 
France." 


These facts are taken from the Memoire of 1717, ut supra. 

The earliest explicit description of a card issue is in the Dé/ibération of October 
1,1711. The necessity of putting the colony in a state of defense against the English 
had consumed most of the funds for 1711, and occasioned loans to the amount of 
80,000 /ivres. The creditors refused to accept bills of exchange on the Royal Treas- 
ury in discharge of these amounts, and the traders of Quebec, following their exam- 
ple, also refused to accept the drafts in payment for the supplies which the Government 
was obliged to purchase. It was decided to issue 3,000 each of cards for 100 and 50 
livres, 200,000 Jivres of this to discharge the colony’s debts ; 250,000to be used for the 
expenses of 1712. 

The notes for 100 livres were written “en ¢ravers” upon undivided black cards 
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In each year that the step was necessary, cards were issued to 
the amount of the expected royal remittance. Upon the arrival 
of the vessel bringing the funds, all cards presented at the treas- 
ury office were retired, and after having been counted and 
examined, were burned in the presence of the high officials of the 
country. In short, the cards, though legal -tender, and in appear- 
ance hardly distinguishable from fiat - money, were merely tempo- 
rary expedients, regarded by the issuers as debts in the strictest 
sense of the term. And not only were they treated as evidences 
of debt, but also, within certain limitations as to time, they were 
convertible into specie. This redemption in coin is a point 
worthy of careful notice, as in subsequent paper issues specie con- 
vertibility was replaced by an arrangement first established as a 
mere convenience for the officers and colonists who had payments 
to make in France. During the term set each year for the retire- 
ment of the cards, the holders were allowed the privilege of 
exchanging their card-money, and other negotiants their specie, 
for Bills of Exchange, drawn by the clerk of the treasury upon 
the érésoriers-généraux of the French Marine. Commerce was 
thus facilitated by saving the colonial buyers the expense of 
making their remittances to France in specie. But in later years 
financial disasters were delayed, and by the delay aggravated, 
(z.¢., whole playing - cards, the suit and rank of which were indicated by black figures), 
while those for 50 /ivres were written “de haut en bas” on undivided red cards. In 
the lower right - hand corner of either sort were stamped the arms of the governor, in 
the upper left-hand corner the arms of the intendant, and in the other two the device 
of a fleur-de-lis upon a pedestal, enclosed in a circle of smaller fleurs-de-lts. 
In the first line of the inscription was the signature of the clerk of the treasury; in 
the next the year of issue and the legend, “four la somme de cent livres,” or “pour la somme 
de cinguante livres,” as the case might be; in the lowest line, the signatures of the gov- 
ernor and intendant. The cards were legal-tender, and to counterfeit them was a 
criminal offense. 

Besides those of 100 livres, the issues of 777¢ included cards for 10, 15 and 20 sols, 
and 2, 4, 6, 12, 20,40 and 50 /ivres. Both red and black cards were used, and in 
addition to the numerical indication of their value, the several denominations were 
differentiated, (2) by the manner of writing the inscriptions parallel to the shorter or 
longer edge of the card; (4) by the position of the seal or imprint; (c) by the man- 
ner in which the corners were or were not cut; (@) by the use of whole cards or seg- 


ments (coupures); and, (¢) by the presence of the signatures of the governor and 
intendant, or merely their initials. 








bec 
con 


anti 
con 
lege 
Tre 
dan 
pra 
Los 


rem 
occ: 
In 
to t 
hov 
hig! 
inst 


sup 


occ 
ced 
170 
and 
whe 
car 
Coil 
old 
of | 
wer 
of | 
yea 
roy 


ienc 


and 











































THE PAPER CURRENCIES OF NEW FRANCE. 413 


because of the substitution of this plan for the original direct 
convertibility. 

The successors of de Meulles, besides using the cards to 
anticipate the arrival of royal funds, were in several instances 
constrained to employ them a§ a means of borrowing. The privi- 
lege of securing advances of specie by selling time drafts upon the 
Treasury of the Marine, was not accorded to the colonial inten- 
dants by the home authorities ; and at times the issue of cards was 
practically the only way to meet the government’s expenses." 
Losses by shipwreck or the ravages of hostile privateers in 
1690, 1691 and 1692, excess of expenditure over the royal 
remittances in 1693, and the extraordinary war expenses of 1696, 
occasioned unusual additions to the outstanding card currency. 
In answer to the many and urgent appeals sent by de Champigny 
to the French King, these debts were discharged in 1700, not, 
however, before the troops had suffered somewhat from the 
higher prices demanded when payment was made in cards 
instead of silver.” 

Irregularities in the shipments of government funds and 
supplies, were probably the cause of any extraordinary emissions 
occurring under de Champigny and his successors in the years pre- 
ceding 1709. The intendants, MM. Raudot, wrote October 23d, 
1708, that the colony had no currency but /a monnoye de carte, 
and that, ‘because of the cessation of trade among the colonists 
when the currency is deficient,” they had been obliged to issue 
cards of small denominations to take the place of the subsidiary 
coin carried back to France. But as they took care to destroy 
old cards to the amount of the new issues the outstanding total 
of the paper was not increased. The fact, then, that the issues 
were limited, would corroborate the statement in the Memoire 
of 1717, that, as the cards issued to satisfy the expenses of each 
year were redeemed upon the arrival of the ship bringing the 
royal funds, the use of the card currency caused no inconven- 
lence until 1709. 

‘Letters of the Intendant, de Champigny, to the Minister; November 12, 1690, 


and May 10, 1691; ZAy, pp. 129-130. 
*Ibid., Letters of 20th October 1699 and 15th October 1700. 

















414 JOURNAL OF POLITICAL ECONOMY. 


After this date France became more desperately involved in 
the war of the Spanish Succession, and the whole resources of the 
Treasury were needed for the contest in Europe. The remittances 
to America were discontinued and payment of Canadian drafts 
refused. Owners of the bills of “exchange by which some of 
the cards had been retired, were obliged either to sell them at 
heavy discounts in France, or return them dishonored to the 
colonies. Whatever specie had hitherto tarried in New France, 
speedily disappeared in payment for imports. The quantity of 
card currency was now rapidly augmented. For without the 
annual supply of royal coin, none of the paper could be retired, 
and as the colony’s income from taxation was extremely small, 
the need of meeting expenses forced the intendants each year 
to emit new cards to the amount of the sums formerly had from 
France. 

Thus a single catastrophe, the embarrassment of the French 
finances, completely altered the character of Canada’s first paper 
money. Its limited, but periodical convertibility into specie, or 
bills of exchange payable in specie, was lost, and the limitations 
as to quantity disappeared under the pressure of financial 
exigency. Deprived in this way of all the qualities of a safe and 
acceptable paper currency, the card money quickly acquired the 
characteristics of an unsound and despised medium. The 
amounts outstanding, yearly increased by issues to cover the 
whole of official disbursement, became so large that the 
colonists began to fear they would never be reimbursed.’ The 
value of the cards fell rapidly, and the consequent rise of prices 
caused great general distress and serious disorders in trade. 

The primary cause of the depreciation, as well as of the 
discredit affecting the cards, was doubtless the excessive quanti- 
ties in which they were issued. Even while the amount had 
little exceeded the annual expenses of the colonial establish- 
ments,’ (then about 400,000 /ivres, monnoye du pays) the cards 
had driven out all other forms of currency.3 In 1714, however, 


* Memoire of 1717, ut supra. 
2 There were three, Montreal, Three Rivers, and Quebec. But the first two were 
really governed from Quebec, the largest of the settlements. 3 Supra, p. 413. 
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when the colony numbered barely 19,000 inhabitants,’ the sums 
outstanding were estimated at 2,130,000 Avres nominal value. 
Here was an increase of over 400 per cent. Under the circum- 
stances, neither specie nor commercial credit being used as 
means of payment, it might be supposed that the depreciation 
had been nearly proportional to the successive expansions of the 
currency. But it seems that the influence of increased quantity 
was partly checked by some other factor of the situation. Of 
course, so long as the activity of trade was lessened by the 
presence of a fluctuating medium, the cards would circulate 
more slowly. Yet this will not wholly explain the fact that 
in spite of the increase of the currency to five times the usual 
volume, the cards depreciated but little more than 50 per cent. 
It may be that some holders were wont to regard the cards as 
government obligations on which they might ultimately realize 
the par value, rather than as money in the strictest sense of the 
word. In this case, the value of the currency, whether held as 
evidences of debt or used simply as a medium of exchange, 
instead of obeying the law of quantity,? would not have fallen 
below the figure which expressed the colonists’ opinion of their 
government credit. 

Whatever the influence that had prevented the worse depre- 
ciation which quantity and inconvertibility, working unchecked, 
would have brought about, it became necessary in 1714 to re- 
gain, so far as might be, the old-time credit of the Government, 
and to restore the currency to something like a sound condition. 
The disturbances occasioned by a discounted paper provoked the 
resolution to completely retire it. The colonists cheerfully ac- 
cepted the proposition of the intendant, M. Begon, to redeem 
the cards gradually, at half their face value, and during the next 
three years over five-sevenths of the 2,100,000 Avres outstanding 
were withdrawn by bills of exchange upon the French fésor- 
wer-général. But no royal remittances were received in 1714 and 
1715, so that reissues thus rendered necessary raised the outstand- 


*M. REUTTE D’AUTEUIL, quoted by GARNEAU, History of Canada (Bell’s 
Translation), i. p. 432. 
*MILL. Political Economy, book iii. chap. viii. § 3. 
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ing total in 1717 to 1,730,000 4vres.* By this time the treasury 
of France had somewhat recovered from the absolute prostration 
in which it was left after the costly wars concluded by the Treaty 
of Utrecht, May 31,1713. It was decided, in response to the ap- 
peals of the colonists and the recommendations of the Conseil de 
Marine, to grant to Canada what the official report termed the 
greatest possible benefit, viz., the perpetual abolition of card 
currency. 

The plan for relief was provided in the royal ordinance of 
July 5, 1717. The law adopts, with slight changes, the scheme 
devised by Begon. It commands the complete withdrawal of 
the card currency at half its face value, but, in deference to the 
still lingering weakness of the treasury, permits an issue of cards 
to meet the colonia! expenses for the fiscal year 1716-1717. It 
formally pledges that this shall be the last issue, and absolutely 
forbids the colonial officials thereafter to manufacture or emit a 
monnoye de carte. All outstanding cards are to be current at the 
redemption rate adopted by the treasury, 7. ¢., half their face 
value, until the retirement of the whole amount is effected. The 
ordinance abolishes the debased monnoye du pays and provides 
that thereafter the currency of the colonies shall be the same as 
that of France.3 Cards presented at the redemption office before 

* Memoire, ut supra. 


* Edits, ordonnances Royaux, Declarations et Arréts du Conseil d’ Etat du Roi con- 
cernant le Canada. Quebec, 1854, p. 370. Also in Zay, p. 160. 


3 As already remarked, the card currency was written in terms of this monnoye du 
pays, the coins of which contained only three-fourths as much fine metal as like de- 
nominations of 4a monnoye de France. Half the face value of a card for 100 Avres, 
therefore, would be equivalent to but 37% /ivres tournois or monnoye de France. It 
has been urged by some writers, ¢. g., Messrs. Stevenson and Garneau, that while ap- 
parently at 50 per cent. the redemption measure of 1717 really amounted to a compo- 
sition at 37% percent. The memoire of 1717 decisively answers this criticism. “ But 
to-day this augmentation of the specie is purely fictitious and properly exists only in 
the imagination. As all merchandise brought into Canada is bought in France, and 
ail payments are made there, the people observe in sales and purchases the proportion 
established between the different value of coins, according as they circulate in France 
or in Canada. It follows, therefore, that one will get in the colony for three livres 
monnoye de France what would cost four ivres monnoye du pays.” From this it appears 
that the debasement of the colonial standard was always taken into account, and that 
the colonists received a full 50 per cent. of the original intrinsic value of their claims. 
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the close of navigation in 1717 were to be retired by govern- 
ment bills of exchange, one-third thereof maturing in March, 
1718, and one-third in March of each of the two next suc- 
ceeding years. Cards presented after the ships sailed in 1717, 
and before their next departure, were paid by drafts maturing, 
one-half in 1719,and one-half in 1720. Paper outstanding after 
November, 1718, was declared irredeemable and devoid of 
value. All the cards retired were to be counted, recorded and 
burned. 

The story of the first series of card issues closes with the 
mention of two decrees supplementary to the lawof 1717. That 
of March 21, 1718, re-enacts the provision that the card money 
shall be current at but half its face value, and enables debtors to 
discharge obligations incurred after 1714 (when M. Begon began 
the redemptions on a 50 per cent. basis) by bills of exchange for 
half the nominal amount of their debts.t The second, that of 
July 12, 1718, prolongs the term for redemption and the legal 
circulation of the cards until November, 1719.” 

So long as the restrictions as to quantity and the provisions 
for convertibility were observed, 7. ¢., from 1685-1709, the card 
currency seems to have been a useful and profitable expedient 
for the colonial government. It was also a convenient medium 
of exchange in the commerce of a colony deprived of adequate 


‘The card currency had become the colonial money of account. Because of its 
depreciation the contract prices of services and goods rose to double their real or spe- 
cie value, and the enforcing of contracts at their nominal value would have caused 
great hardship and injustice. 

*Zay, p. 168. If the documents accompanying his text are trustworthy, M. 
Zay's otherwise admirable account of the card issues appears to be incorrect in regard 
to certain effects of the laws of 1717 and 1718. The declaration royale du 21 mars 
1718 hardly justifies his assertion that the colonies soon returned to the use of paper 
money. The declaration is not, as M. Zay calls it, a permission to the colonial author- 
ities to circulate cards at half their face value, but rather a reénactment of parts of the 
law of 1717 and a relief measure for certain debtors, viz: those who in contracts made 
between 1714 and 1717 inclusive, had recognized the depreciation of the money of ac- 
count, and had framed their terms accordingly. Furthermore, the ordonnance royale du 
12 juillet, 1718, the ordonnance de Messrs. de Vaudreuil et Begon du 11 novembre, 1718, 
and the ordonnance du Roy du 2 mars, 1729, all contain evidence that after 1719, cards 
ceased to circulate in the colony and were devoid of value. 
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supplies of coin through its own poverty and an unfavorable bal- 
ance of trade. That ever-possible misfortune, the temporary 
bankruptcy of those who issue a paper money, swept away at a 
single stroke the safeguards which made emissions generally 
advantageous. Certain of the debtor class, without doubt, found 
considerable profit in the depreciation induced by excessive is- 
sues and the distrust which attended them. The greatest ad- 
vantage, of course, inured to the King, to whose account the dif- 
ference between the nominal amounts finally retired and the 
sums actually paid therefor, was credited as so much clear gain. 
But through disturbances of trade, diminutions in the intrinsic 
value of contracts, positive losses on currency held, and the 
enormously higher prices of all commodities, the unfortunate 
colonists lost aggregates compared with which the items of gain 
were paltry indeed. Probably the worst and most lasting result 
of the first experiment with cards was the familiarity with the 
paper money idea gained by the colonists and their rulers in 
Europe and New France. Thereafter an issue of legal tender 
promises was constantly suggesting itself as an effective means 
of easing the monetary situation. The people seemed to forget 
the danger, not to say the evils, of the remedy, and yet, as else- 
where, so in Canada, a later resort to this specious expedient 
ended even more disastrously than the first. 


Ill. 


1729-1749. 

During the decade after the last redemption of 4a monnaye de 
carte, November, 1719, specie was the sole circulating medium 
of the Canadian settlements. The abolition of paper money 
served, for one thing, to bring into greater prominence the 
action of the natural forces of the colonial commerce. For a 
time (1719-26) the French authorities attempted to counteract 
the influence of the unfavorable trade balance by arbitrary reg- 
ulation of the specie. The only noteworthy thing about the 
seven decrees published during this period is their failure to 
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accomplish the ends proposed.*' The details of their provisions 
are hardly pertinent to an account of the card currency. 

The ministers and colonial officials were evidently imbued 
with some false notions that the colonial markets should, in any 
case, be provided with liberal quantities of specie ; that lack of 
money was due to some other cause than lack of commodities 
to exchange for money. But the fact is, Canada was poor and 
remained poor as long as the French controlled it, largely, 
no doubt, because of the severe commercial restrictions which 
deprived it of many profitable branches of trade.’ 

As early as 1708, a change in the style of hats and the sub- 
stitution of the cheaper rabbit fur for beaver, had lessened the 
demand for the colony’s principal export, beaver skins, and 
greatly reduced the price. With the excess of imports over 
exported produce thus increased, it was to be expected that 
nearly all the royal remittances of coin would disappear from 
circulation after their first disbursement. It was an economic 
necessity that specie should be hoarded for reshipment at the 
earliest possible date, in order to balance accounts in the trade 
with France. 

The scarcity of coin thus caused, and the embarrassment of 
domestic trade which they ascribe to this scarcity, are frequently 
referred to in the letters of the colonial officers to the French 
Ministry. In 17284 M. de Beauharnois, then the Governor at 
Quebec, suggests a new issue of card currency, and urges it as 
the one available relief for the monetary situation. Unfortun- 
ately enough, as the end proved, this, and much more advice of 
the same tenor, was adopted. The King provided a new paper 
currency for Canada in the ordinance of March 2, 1729. 

The preamble of this law briefly reviews the economic con- 

* The text of the decrees can be found in the volumes, Edits et Ordonnances, and 
Arréts et Reglements, already cited. 

*For example, all dealings with the English in Boston or New York were forbid- 
den, and the fur traders had to pay the French monopolists almost double prices for 
stuffs and trinkets which they sold to the Indians. 


3Letter of Governor de Vaudreuil, November 14, 1708. BRYMNER, Canadian 
Archives, 1886. 


‘BRYMNER, idid., Letter of November 11, 1728. 
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ditions of the preceding decade by mentioning the depression 
of domestic trade, the retarded growth of business, the difficulty 
attending retail transactions and the consequent stunting of for- 
eign commerce, ‘“‘whose maintenance depends upon retail con- 
sumption.” It ascribes these evils to the annual efflux of the 
specie remitted from France to pay the government’s expenses. 
No remedial measure, it is said, then seemed more suitable 
than the establishment of a card currency. Such action was in 
accord not only with the desires of the Canadian traders, but 
also with the requests of the colonists generally. On this 
account the King was doubly willing to authorize the card 
money, which, by expanding the circulating medium, was ex- 
pected to prove “‘d’une grande utilité’’ to internal trade and for- 
eign commerce. 

The new cards were limited in amount to 400,000 Hivres, in 
denominations of 24, 12, 6, and 3 “vres, 1 Hvre 10 sols, and 
7 sols 6 deniers. They were stamped with the arms of the French 
King and were written and signed by the controlleur de la Marine 
at Quebec. Those of 3 4vres and above were also signed by the 
governor and intendant of the colony; those of lower denomi- 
nations bore only the initials of these officers. The currency 
was to circulate at its face value. It was to be received at the 
Government’s warehouses in payment for powder, munitions and 
goods, and at the office of the treasurer for bills of exchange 
drawn upon the “#ésoriers-généraux of the Marine. It was legal 
tender in all payments of every sort and kind." 

The ordinance seems to show that experience had given 
the French financiers some insight into the character of 
paper devices and the restrictions necessary for their legiti- 
mate use. There is evidence here that the lessons of 1709- 
1719 were heeded, and that now the authorities honestly in- 
tended to shun the evils of excessive issues and the con- 
sequent liability to inconvertibility and depreciation. But the 

* The legal tender clause was as follows: “Veut sa Majesté que la monnoye de 
carte faite en execution de la présente ordonnance. . . . « « Soit recué 


dans tous les payemens généralement quelconques qui se tenet dans la Colonie, 
de quelque espéce et de quelque nature qu’ils puissent etre.” 
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card money of the second series differs radically from that of 
1685-1719. 

In the first place, the new cards were used solely for cur- 
rency. They lose the qualities of debt evidences used to antici- 
pate royal remittances. It is not unlikely that the ministry had 
perceived the advantage of substituting for specie a paper circulat- 
ing medium which cost only the trouble of preparation. Second, 
they were reissuable, partly as a result of the first change. The 
old cards were usually destroyed after redemption. Third, the 
function of issue now vested in the King instead of in the gov- 
ernor and intendant of Canada. Therefore, the issues were lim- 
ited in amount and the colonial authorities lost their former 
power to interfere with the currency. Fourth, the cards were 
not convertible into specie as were the old issues so long as the 
King’s funds were regularly received. Although the cards were 
exchangeable for supplies at the royal warehouses, their credit 
and currency were chiefly maintained by the provision for 
redemption by drafts upon the French treasury. I have already 
remarked upon the future significance of this plan, but it must 
be added, that the substitution of indirect for direct convertibil- 
ity into coin seems to have been acceptable so long as the treas- 
urers- general honored their obligations. Of course, the home 
government thus saved the expense of shipping specie to the 
colony to pay its debts, and as the colonists’ chief need for coin 
was to discharge their debts in France, it is not unlikely that the 
plan was generally satisfactory. 

It was soon perceived that the 400,000 Hvres authorized in 
1729 formed a currency as deficient as the 2,100,000 Avres of 
1714 had been excessive. Population had increased to 30,000 or 
more. The development of the colony had been stimulated by 
encouragement of agriculture, bounties upon marriages and 
immigration, and subsidies granted to industries. Commerce 
had grown considerably and its needs increased. 

The preamble of the ordinance of May 12, 1733,” states that 
at first the issue of 1729 had produced the desired effects. “But 


*ZAY, p.177. Edits et Ordonnances, p. 544. 
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either because people of condition hoard the card money on 
account of the just credit which it has, or because the colony 
is becoming capable, from day to day, of a more considerable 
commerce,” the King was convinced that the currency then in 
circulation was insufficient for the operations of domestic and for- 
eign trade. So, in fulfilling the desires of the traders, the 
colonists and the royal officers of Canada, a new issue was author- 
ized ‘‘to provide for the general advantage of the province and 
the particular benefit of trade.” 

The legal limit for the total card currency was raised to 600,- 
000 &vres. The addition authorized was of 200,000 Avres, in 
cards every way similar to those already in circulation. By the 
ordinance of Feb. 28, 1742, the limit of the authorized amount 
was raised to 720,000 divres; by that of April 17, 1749, to 1,000,- 
000 4vres of cards exactly identical, save as to date of issue, with 
those of 1729. The official reason for each of these additions 
was the alleged necessity of furnishing an adequate circulating 
medium for the growing colonial trade. In both cases the 
increase was demanded by the governor and the intendant of 
the colony. It is unlikely that they would have counseled the 
measures had their province been suffering from monetary 
disorders. 

On the contrary, there is excellent reason to believe that the 
last two laws were genuine efforts to supply the Canadian needs ; 
that when the officers wrote in 1748, the cards were still con- 
vertible and circulated at par; and that Canada from 1729 to 
1749 enjoyed a sound and well regulated paper currency in her 
second series of cards. That the paper issues did serve their 
purpose, and that they brought on none of the calamities so often 
associated with similar devices, can be explained in two words; 
the amounts were limited: the issuers solvent. Inflation and depre- 
ciation were avoided by avoiding excessive issues. These and a 
third evil, repudiation, were also averted by the continuing abil- 
ity of the French treasury to honor the colonial drafts upon its 
funds. Through these, good faith and a regular though indirect 
redemption were maintained in Canada. 
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IV. 
1750-1760. 


By 1750, the French aggressions in inland America had 
become a serious menace to the English settlements. The strug- 
gle for which both French and English had long been preparing, 
began in January 1754, and continued, with hardly an inter- 
ruption, until the French dominion in Canada was ended by the 
capitulation of Montreal to the British, September 1760. There- 
fore, throughout the fourth period with which this narrative is 
concerned, the colony was either engaged in war, or in making 
ready for war. The fact is as necessary to an understanding of 
its financial conditions as of its political history. Whether vic- 
torious or defeated, the French were obliged to expend enormous 
sums to support their military operations. The expenses of the 
colonial establishment rose from 1,700,000 Hvres in 1749 to 26,- 
000,000 /ivres in 1759. The total outlay for these eleven years 
and the first eight months of 1760, was no less than 124,000,000 
hvres.* 

Long before the struggle was over, communication with 
France was badly interrupted by privateers upon the high seas, 


‘GARNEAU, book x. chap. ii., quoting M. l’Abbé Raynal. The annual expendi- 
tures were as follows: 


Year. Million Livres. Year. Million Livres. Year. Million Livres. 
1749 - - 1.7 73 - 6-33 1757 - - 19.25 
1750 - 21 1754 - 4-45 1758 - 27.9 
| 1755 - - 61 1759 -- - 26. 

1752 - 4.9 1756 - 11.3 1760 (8 months) 13.5 


The exports and imports for the year 1749-1755 inclusive are given by Stevenson, 
as follows : 


Imports, rts, Excess of 
Year. Livres Tournois. Livres Tournois. Imports. 
1749 - - 5,682,090 1,414,900 4,267,190 
1750 - 5,154,861 1,337,000 3,817,861 
175! . 25 4,439,490 1,515,932 2,923,558 
1752 . 6,047,820 1,554,400 4,493,420 
i - 5,195,733 1,706,130 31489,603 
1754 ° 5,147,621 1,576,616 3571,005 
1755 5 z 5,203,272 1,515,730 3,687,542 


See “The Currency of Canada after the Capitulation,” in 7ransactions of the Quebec 
Literary and Historical Society, 1876-7, p. 107. 
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while agricultural production in Canada was much diminished 
by the need of drafting farm laborers for military service. All 
this, as well as the monetary disorders into which the colony was 
thrown, greatly enhanced the price of supplies and thus served 
to increase the cost of hostilities. 

The principal cause of the monetary troubles about to be 
described was the excess of colonial disbursement over receipts 
from France. At the close of the war over 80,000,000 of Cana- 
dian debt paper were outstanding, 41,000,000 of which were held 
by colonial creditors.* | But by analyzing this cause, a factor of 
great influence, though certainly inferior to that of war, is found 
in the operations of Frangois Bigot.* He was the able, ener- 
getic, and efficient, but corrupt and unscrupulous officer who 
served as Royal Intendant of Finance, etc., from 1748 to the fall 
of Quebec. 

Very early in his intendancy Bigot seems to have been ham- 
pered by lack of funds. He could not meet the increasing 
expenses of the colony, and, at the same time, satisfy the 
demands of his private establishment and of the clique of 
thieves who thrived under him. The limitation of the card 
currency to a total issue of a million Avres was still in force 
More cards could not be emitted without flagrant violation of 
law. So far as he could, Bigot preferred to keep within the law. 
He therefore devised a new sort of paper. These so-called 
ordonnances (practically due bills) were issued for even sums 
ranging from 20 sous to 100 Avres, and given a forced circulation.‘ 

* KINGSFORD, iv. 449. 

2 The character and misdeeds of Bigot are noticed in all the histories of Canada. A 
rather effective picture of the knavery and utter rottenness developed by the Ancien 
Régime when transplanted to Canada, is given in Kirby’s romance Zhe Golden Dog. 
Bigot is one of the prominent characters of the story. 

3The partial measure of their stealings is found in the records of the royal suit 
brought against nine or more of these rascals on their return to France. They were 
mulcted for 10,500,000 /ivres, in sums ranging from 300,000 to 6,000,000 /ivres, and 
punished with various terms of imprisonment. 

4The precise date of their first issue is unknown. Mr. Kingsford believes that the 
issues began in 1750. History of Canada, iii. 542. M. Zay adroitly avoids the ques- 
tion by saying they were resorted to “when the amount of card money was not suf- 
ficient for the public needs.” 
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The form on which they were written was printed in France on 
sheets 111x145 millimetres. It read thus: 


COLONIES 17 
Dépenses générales 
N°? 


Il sera tenu compte parle Roi 
au mois d’ octobre prochain, de la 
somme de 


valeur en la sottmission du Tréso- 
rier, restée au bureau du contréle. 
A Quebec, le 

This new type of colonial currency, then, was simply a trans- 
ferable promise to pay, signed by the intendant alone, issuable in 
unlimited amounts, unauthorized by the government at Versailles, 
forced upon the public creditors and made a general legal tender. 
The ordonnances were not payable in specie, and the possibility of 
redemption in card money was contingent upon the state of the 
colonial treasury in the October following their issue. If the 
credits annually established at the home treasury in favor of the 
colony were large enough to leave a balance after the autumn 
conversion of cards into bills of exchange, and the payment of 
certain other claims, then the ordonnances were paid by immedi- 
ately reissuing the redeemed cards. Otherwise, 2. ¢., if the royal 
credits and remittances were inadequate, the bonds of the local 
treasury, payable in cards after twelve months, were used to 
retire the ordonnances. 

There is hardly need to describe the fate of a currency with 
the characteristics of this new paper. Issued by a corrupt gov- 
ernment engaged in war, a government, too, whose only financial 
reliance was the uncertain support of France, soon to be likewise 
burdened by costly wars, issued without restrictions, these legal 
tender due bills, at first but partially and contingently convert- 
ible, soon lost even the slight safeguard of limited and indirect 
convertibility. In 1754, it became necessary to give the 
ordonnances a better credit, but the real result of the plan adopted 
was the degradation of all the currency to the level of the 
wretched paper of Bigot. The royal monnoye de carte of 1729-1749 
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was deprived of its priority at the autumn conversions, and until 
the close of navigation, cards and ordonnances were retired on 
equal terms, by the usual bills of exchange, part payable on 
demand, part maturing in 1755 and 1756." 

The measure failed to abate the depreciation of the ordonnances. 
The value of the card money had previously been very high, as 
its amount was limited and it had the first chance at the yearly 
redemptions, but the increasing quantity of the currency now 
affected all parts of it alike. As yet the popular belief in French 
success was strong. Fear of repudiation had not been excited, 
and its surplus over the needs of the exchanges was still the only 
cause of the paper’s depreciation. Thirteen hundred thousand 
livres of specie arrived from France in 1756. The establishment 
of the paper circulation at a permanent discount of 25 per cent. 
was undertaken. Every one hoped from this that the issues 
would now cease and the circulating medium be restored to a 
sound basis. 

The fears rather than the hopes of the colonists were des- 
tined to be fulfilled. War expenses could not be retrenched, and 
disasters soon came fast. France was now assailed in India and 
in her island colonies as well as upon the Continent. Her Euro- 
pean necessities alone demanded wellnigh the whole strength of 
the royal treasury. Neglect of Canada was almost inevitable. 
When home assistance failed them the colonial authorities 
resorted to fresh emissions of ordonnances. Prudence was thrown 
to the winds, and Canada plunged into the worst delirium of a 
paper money debauch. To meet every new expense, even to 
pay the inflated prices caused by former issues, new paper was 
poured into the channels of the circulation until it swelled to the 
enormous flood of over 40 millions. Cards and ordonnances fell 
to 60 and even 70 per cent. discount. The Chevalier de Levis 
wrote to the ministry in 1759? that all faith in the paper had 
fled, that the Aabitants having sacrificed everything to save the 
country, were utterly ruined. The situation could not have been 


* KINGSFORD, iii. p. 542, mentions this change. 


? STEVENSON, uf supra, p. 102. 
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better expressed. Commodities bore excessive prices to those 
who could pay only in currency; trade was prostrated and the 
people everywhere suffered overwhelming losses from the rapid 
shrinkage in the value of their currency holdings. Ruin was 
upon the colonists and bankruptcy upon their government, in 
Canada and in France. The drafts upon the royal treasury had 
been dishonored in 1758 and 1759, and further payments refused 
until, professedly, the causes and extent of the excessive paper 
issues had been investigated. The day really set for payment 
was that when the treasurers-general could somewhere find the 
funds. 

Early in 1760 the governor and intendant published a circu- 
lar intended to prop up the fast-subsiding structure of the colon- 
ial credit. They pleaded the necessities of war in excuse for the 
dishonored drafts of 1757 and 1758. Like the Southern Con- 
federates in the United States a century later, they promised pay- 
ment after the declaration of peace, the term for the bills of 1757 
and 1758 being three months, for those of 1759 eighteen months, 
with interest on all from date of maturity. But it was quite in 
vain. The time when anything but an entire financial reconstruc- 
tion would have been the slightest help had long since passed. 
The patience of the people to wait for future restitutions was 
completely exhausted and besides, Bigot and his colleagues had 
no prospect of making their promises good. France was already 
exhausted by taxation, burdened by debt and obliged to bor- 
row each year as much as her income. The circular which the 
English General, Murray, addressed to the habitants in reply" 
proved, beyond a doubt, that under the circumstances the offer 
of the Frenchmen to liquidate 120 millions at the rate of six 
million Zvres a month was preposterous and impossible. 

The letter of de Levis and the discount rates already quoted 
have shown how low the last paper money of New France had 
been dragged by excessive issues, inconvertibility and the finan- 
cial exhaustion of the government. The final fall, from a dis- 
count of 70 per cent. to no value whatever, was not long post- 


* June, 1760. KINGSFORD, iv. p. 459. 
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poned. The cause of the French was hopeless even before Bigot 
had published his circular, but the fight was kept up until Mon- 
treal capitulated in September, 1760. There were then outstand- 
ing 34 millions of ordonnances, and 7 millions of card money and 
bonds payable in cards. Both in popular belief and official opin- 
ion, this huge mass of credit had become as worthless as the 
paper on which it was written. 

The history of the card currency under the French properly 
closes at this point. The subsequent partial redemption of the 
paper held by British subjects was more of a war indemnity than 
a monetary phenomenon. But the sequel shows how little the 
protection of victorious England availed the creditors of the 
French establishment, and how what was almost force failed to 
secure the entire liquidation of a paper money once gone wrong. 
In order to include these facts, and to trace the monnoye de carte 
to the end of its history, my concluding pages have been devoted 
to the orders and negotiations of 1760-1766. 


V. 
1760-1766. 


At first, the inauguration of English rule in Canada after the 
capture of Montreal seemed to make the discharge of the 41 mil- 
lion Avres still owing to the colonists, a question of grave uncer- 
tainty. One of the earliest acts of General Murray as Governor 
of Quebec, was to publicly warn the simple and uninformed Aab- 
itants not to receive the French paper at any price, and to 
threaten punishment to those attempting to defraud the rural 
population by paying out cards. By the end of 1760, the cards 
and ordonnances had ceased to circulate. Some hope, however, 
still lingered, and interest centered upon England’s ability to com- 
pel the French to recognize and liquidate their obligations. The 
English ministry felt that some such action was necessary to pro- 
tect and conciliate the Canadians. The close of the Seven Years 
War found France humbled, exhausted, and in no position to 
dictate terms. So in the treaty of Paris, February 10, 1763, the 
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British commissioners succeeded in getting the pledge of Louis 
XV. to pay the sums due the new subjects of the British crown. 

Upon the arrival of this news in Canada, the Governor pro- 
vided arrangements for taking the declarations of the settlers as 
to the amount and character of the debt evidences in their pos- 
session. Speculation was probably stimulated by this order, as 
Haldimand, Governor of Three Rivers, shortly afterwards warned 
the habitants against sacrificing their interests by selling the cards 
at low rates, and advised them to wait patiently and neither 
buy nor sell, as rights in the paper might be impaired by transfers." 

These documents seem to reflect the honest intentions of the 
British governors that their charges should not suffer loss 
through their easily excited fears or their ignorance as to the 
possible value of their holdings. Of course, some speculation in 
instruments of so doubtful and fluctuating worth was inevitable. 
It is tolerably certain that after the opening of the Quebec regis- 
tration office, some of the English traders prepared for large 
gains by rapidly buying up the cards at 15 per cent. of their face 
value,? but it is by no means proved that the military and civil 
officials joined in these operations, although such charges have 
been brought against them by French writers. 

In 1764 General Murray reported the total registration for 
the districts of Montreal, Three Rivers and Quebec, as 16,782,- 
510 Livres of bills of exchange, ordonnances, cards and paper pay- 
able in cards. Two years later, the terms of a partial liquidation 
were embodied in the Convention of March 29, 1766.5 France 

* KINGSFORD, iv. p. 460, contains the details of these orders. 

* A similar speculation occurred in the United States in 1789, when it became 
probable that Alexander Hamilton’s plans for funding and assumption would be 
adopted by Congress. JEFFERSON, Works, ix. p. 92. 

3 For the curious controversy as to which sections of the Canadian community were 
the real gainers from the British protection of colonial claims, see GARNEAU, book x. 
app. ii; KINGSFORD, iv. p. 458; and STEVENSON, “Card Money of Canada during the 
French Domination”, Transactions of the Quebec Literary and Historical Society, 
1874-5, PP. 91 ef seg. 

‘Canadian Archives, Quebec, vol. ii. p. 168. 

5 For the text of Zhe Conventién fer the Liquidation of the Canada Paper Money 


belonging to the subjects of Great Britain, between the King of Great Britain and the 
Most Christian King, see STEVENSON, ut supra. 
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agreed to liquidate the Canadian paper held by British subjects at 
the rate of 50 per cent. upon bills of exchange and certificates 
entitled to such payments, and of 25 per cent. upon ordonnances 
and the remaining evidences of debt. The payments were to be 
made in reconnotsances or rent contracts bearing interest at 4% 
per cent. from January 1, 1765, “subject to the same fate for 
reimbursement as all the other debts of the State,” and exempt 
from any reduction whatsoever. The ownership of the paper by 
a British subject had to be thoroughly established, and the des- 
criptive oaths prescribed for this purpose exhausted the possible 
cases of ownership. The French crown further agreed to pay the 
British proprietors an indemnification or premium of 3,000,000 
livres tournois, one-sixth in specie, and five-sixths in rent con- 
tracts similar to those described, except in bearing interest from 
January I, 1766, instead of 1765. 

Compared, then, with the unfortunates of 1750-1760, the 
holders of the notes redeemed between 1714 and 17109, fared ex- 
ceeding well. In either period, the evils and losses which at- 
tended unrestricted paper issues bore most heavily upon the peo- 
ple. The early creditors, however, received at least a full 50 per 
cent. on the face value of their holdings. But in the later period 
only the most fortunate secured a 50 per cent. redemption, while 
the great majority were paid but 25 per cent. of the nominal 
value of their claims. Though obtained with England’s assist- 
ance, the restitution was so fractional, so slight, as to be little 
more than mockery of justice. 

And even on this, the holders were unable to realize the par 
value. The settlements, probably made at Paris, were by no 
means easily adjusted, and the 4% per cent. stock obtained in 
exchange was soon discounted on the security market. In the 
latter part of May, 1766," it sold in London at 74. The settle- 
ments, after this date, were effected with still greater expense, 
difficulty and delay. The value, both of the original bills and 
the stock with which they were liquidated, steadily declined.’ 


* London Gazette, May 23, 1766. 
* Jbid., June 3 and 23; July 21, 1766. 
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January, 1770, the interest on the Canada stock was reduced to 
2% per cent.’ In February its reimbursement, together with 
that of other French state debts, was postponed for four years.’ 
By the following June (1771), Canada paper had become utterly 
worthless in the London market,3 and the fears of the holders 
were shortly afterwards confirmed by the bankruptcy of France 
and the practical repudiation of her debts. 


RoELIFF Morton BRECKENRIDGE. 
UNIVERSITY OF CHICAGO, 


*VUHRER. Histoire dela Dette Publique en France, i. p. 243. 

2 Ibid., p. 246. 

3 Gazette, June 3, 1771, quoted by STEVENSON, “The Currency after the Capitulation,” 
p. 108, 

















NOTES. 





THE meeting of Z’/nstitut International de Statistique at Chicago, 
beginning September 8th, promises to bring together the most dis- 
tinguished body of foreign economists ever gathered in this country. 
The arrangements are distinct from those of the World’s Fair Auxil- 
iary. Zhe American Statistical Association, the American Economic 
Association, and the Political Economy Club will also assemble in Chi- 
cago at the same time. 


Mr. OGLE’s investigation into the wages of workingmen in Lon- 
don brings out that of 29,451, 21,443 were at work, and 8,008 were 
unemployed ; the weekly receipts, according to the returns of the men 
themselves, amounted to 26.19 shillings for those at work; the rents 
paid were from four to six shillings a week, the average being 6.17 
shillings, or 23% per cent of the income. 


INTERESTING testimony to the stability of the Republic in France 
is found in a table given by M. Alfred Neymarck, showing the fluctua- 
tions in the 3 per cent. renfes since their beginning : 


Highest. Lowest. 
1825-1847, - - - 86.40 74.65 
1848-1851, - - - 75.20 32.50 
1852-1870, - - - 86. 50.80 
1871-1890, - - - 96.70 50.35 


In 1871, a purchase of 3 per cent. rentes at 50 francs would have 
yielded 6 per cent., and the value of the investment would have 
increased by 90 per cent. An investment of 100,000 francs in 1871! 
in rentes would have a value to-day of about 190,000 francs. 
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NOTES. 


IMMIGRATION. 


TuHaT we are getting a larger number of the undesirable than we 
are of the desirable class is evident from the fact that, from 1871 to 
1880, England, Ireland and France—from which countries we re- 
ceive the most desirable immigrants—sent us 958,851, and from 
1881 to 1890, they sent us 1,354,893, or an increase of only 41 per 
cent. for the decade. Italy, Poland, Russia and Hungary—the 
countries from which the most undesirable immigrants come—sent 
us, from 1871 to 1880, 128,911, and from 1881 to 1890, they sent us 
689,837, or an increase of 435 per cent. for the decade. And the fact 
that 60 per cent. of these last named were unable to read or write 
when they landed, does not make the outlook for our future very bright. 

Notwithstanding the cholera quarantine last fall, which nearly 
suspended immigration, there arrived during the ten months ending 
October 31, 1892, from Poland 26,600, from Russia (proper) 51,606, 
from Italy 51,842 and from Hungary 31,222, making a total of 
161,268. The number of these who were unable to read and write 
was as follows: from Poland 13,336, or 56 per cent.; from Russia 
(proper) 10,400, or 20 per cent.; from Italy 34,320, or 66 per cent. ; 
and from Hungary 8,745, or 28 per cent. 

The table on the following page shows more in detail the increase 
of the most undesirable immigrants. 

The immigrants from Ireland, Wales, Germany, Switzerland, 
Spain and Denmark decreased 31 per cent.; from Russia, Austria- 
Hungary and Italy, they increased, on an average, 113 per cent. 

That the importation of such a per cent. of ignorant immigrants 
into the United States is largely responsible for the vast amount of 
crime is certain. While only 29 per cent. of our population is 
foreign-born, the bulletins issued by the Census Office on pauperism 
and crime show that out of a total of 45,233 convicts in penitentiaries 
in the United States, in 1890, 15,598 were of foreign birth, or 
parentage. Omitting the 14,687 colored persons, we find that 51% 
per cent. of our penitentiary population was made up from the 
foreign element. 

The number of inmates of juvenile reformatories in 1890 was 
14,846. The nativity of 3,325 was unknown, and 6,333 were of 
foreign birth, or parentage. Omitting the 1,943 colored, we find that 
66 per cent. of those of known nativity were from the foreign element. 
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NOTES. 435 


Of the 73,045 alms-house paupers in the United States, June 30, 
1890, 32,177 were of foreign birth or parentage; 6,467 were colored ; 
and the nativity of 2,274 was unknown, as was the nativity of the 
parents of 10,608. Omitting the colored persons and tose whose 
nativity was unknown, we find that 5934 per cent. of our paupers 
were from the foreign element. 

The facts are such as to demand some practical means of limiting 
undesirable immigration. The only satisfactory and absolutely just 
restriction that can be placed upon immigration, is, in my judgment, 
to fix a moral, physical and intellectual standard by which proposed 
immigrants must be rated, or refused admission tothis country. This, 
and this alone will give us a better and more desirable class of 
immigrants. 

Congress should pass an act requiring every person who desires to 
emigrate to the United States to provide himself with a certificate 
of character from the chief executive officer of his city or town, 
stating that the person named in the certificate is of good moral 
character, and stating the number of years that he has been a resident 
of the city or town. The law should require that the certificate have 
three indorsements,—first, by the Chief of Police, stating that the 
person named has not been brought before the courts on any criminal 
charge for a period of not less than five years, and that no charges are 
now pending against the said person; second, by the Chief Health 
Officer, stating that the person named is in good health, and that no 
contagious diseases have been reported in his household for a period 
of not less than one year; third, by the chief officer of the Poor, 
stating that the person named has not received any assistance from the 
poor authorities for a period of not less than five years. 

This certificate should be signed by the proposed emigrant and 
witnessed by the chief executive officer of the town when issued, as 
an evidence of the applicant’s ability to read and write ; and upon his 
arrival at the port of sailing the certificate should again be signed by 
the person holding it, in the presence of the duly accredited agent of 
the United States, as a means of identification, after which it should 
be countersigned by said agent. Upon the emigrant’s arrival in this 
country the immigration authorities should take up this certificate of 
character and issue a certificate of admission, which should contain a 
general description of the person, together with the statements con- 
tained in the certificate of character. WILLIAM H. JEFFREY. 
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THE SILVER “GRIEVANCE.” 


. In his article entitled “The Free Coinage of Silver,” in the March 
number of the JouRNAL, Mr. Francis A. Walker asserts that the free 
coinage people have a “grievance,” and in his statement of that grieve 
ance he appears to do an unconscious injustice to a gentleman who is 
ranked by many as the leading financier and foremost champion of 
“honest money” in the United States. This will be seen more clearly 
by bringing into closer contact the central points of General Walker’s 
explanation, as follows : 

In 1873, nearly coincidentally with the demonetization of silver by 
Germany, Congress revised the coinage laws of the United States, 
making many changes, great or small, and reducing the whole body to 
a compact and systematic form. In the course of this the silver dollar 
of 412% grains, “the dollar of our fathers,” was dropped out ; and the 
United States became, in law, a gold monometallic nation. This con- 
stitutes the grievance of the silver people. . . . Now, as one who 
has read a great deal from both sides on this subject, I do not believe 
that any fraud was committed or intended, in making so important a 
change in the unnoticed way in which it occurred. . . . Some 
committeeman, or some few committeemen, ran the pen through the 
silver dollar; and the thing was done. Few Congressmen outside of 
the committee knew that any vital change was impending. The meas- 
ure passed through the usual course ; the bill was duly “read” the regu- 
lar number of times ; and, without a debate and even without the atten- 
tion of members generally being called to this feature, the demonetiza- 
tion of silver was effected. 

What man? What committee? Evidently General Walker means 
that the committee had the legal right to make this alteration “with- 
out the attention of members generally being called to this feature,” 
for he denies that “any fraud was committed or intended ;” and yet I 
cannot believe that he will hold this position when his attention is 
called to the fact that the change was made in a conference committee, 
to which no amendment affecting this feature of the bill had been 
referred, and that no report of this change was made to either house. 
A conference committee has large powers, but to “run a pen through” 
a provision on which both houses had agreed, and make no report of 
the action, is hardly within them. In disregarding the fact as to 
when the change was made, as is too commonly done by writers on 
all sides of the silver question, injustice is done to Hon. John Sher- 
man, for he was at the head of the senate managers of that conference 
committee ; he has assumed responsibility for the change by avowing 
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knowledge of the dropping of the dollar; and he has explained that 
occurrence so often, and so copiously, that it is unfair to offer any. 
merely inferential explanation for it. Especially is it unjust to inti- 
mate, as General Walker does, that the alteration was an off-hand act 
of the committee, or one of its members, in response to the demand 
for gold monometallism by the international monetary conference of 
1867, or in imitation of the German demonetization of silver. At no 
time has Mr. Sherman used any language that would admit of such 
interpretation. In evidence of these propositions I beg to submit 
Mr. Sherman’s statements, with only such comment as is necessary to 
explain their connection with surrounding circumstances at the time 
they were made, and at the time of the passage of the act. 

The coinage act of 1873 was a house bill (No. 2934) which had 
come to the senate in the due course of legislation. On January 17 it 
came up for amendment and passage, and its intent as to the standard 
silver dollar was fully explained by Mr. Sherman, as head of the finance 
committee, in these words: 


This bill proposes a silver coinage exactly the same as the French, 
and what are called the associated nations of Europe, who have 
adopted the international standard of silver coinage ; that is, the dodlar 
provided for by this bill is the precise equivalent of the five - franc piece. 
It contains the same number of grams of silver; and we have adopted 
the international gram instead of the grain for the standard of our sil- 
ver coinage. The “trade dollar’ has been adopted mainly for the 
benefit of the people of California, and others engaged in trade with 
China. That is the only coin measured by the grain instead of the gram. 
The intrinsic value of each is to be stamped upon the coin. Con- 
gressional Globe, 3 Sess. 42d Cong., p. 672. 


Human perversity cannot misinterpret this language. It means 
that the bill provided for two dollars, the one measured in grams and 
the other in grains, the one the standard of our silver coinage and the 
other a special coin for convenience in the Chinese trade. Instead of 
demonetizing silver it was the principal purpose of the act to bring the 
United States into full harmony with the associated nations of France, 
Belgium, Switzerland and Italy, which had adopted an international 
coinage. And that Mr. Sherman especially desired this result is put 
beyond question by his further statement : 


The Chamber of Commerce of New York first recommended this 
change, and it has been adopted, I believe, by all the learned societies 
who have given attention to coinage, and has been recommended to 
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us, I believe, as the general desire. That is embodied in these three 
or four sections of amendment co make our silver coinage correspond 
in exact form and dimensions, and shape and stamp, with the coinage of 
the associated nations of Europe who have adopted an international 
silver coinage. J do not like myself to break in upon this plan or to 
change it in the slightest degree.—Ibid. 

And the Senate agreed so fully in this policy that it adopted all the 
amendments excepting that it insisted on retaining the emblem of the 
eagle on the dollar, half-dollar and quarter-dollar. The amend- 
ments were adopted and the bill passed on the same day. No amend- 
ment whatever was made by the Senate to section 15 of the law (sec- 
tion 16 of the original bill), which provided for the value and weight 
of the silver coins; and that Congress never abandoned its intention 
to join in the international silver coinage system is proven by the fact 
that in the law, in this section, the silver coinage is measured in grams, 
except the trade dollar, which is measured in grains. The House 
declined to concur in the Senate amendments, and a conference com- 
mittee was appointed. This committee reported to the Senate on 
February 6 and to the House on February 7. The reports are identi- 
cal. There is not a word in either to indicate that the standard dollar 
had been dropped. They refer to nothing whatever except the twenty 
amendments of the Senate, all of which but six were accepted, and 
none of these have any reference to section 15. . There was, however, 
one change reported that affected all silver coinage. The ninth amend- 
ment had provided for free coinage of the trade dollar. To this the 
conference committee had added the words, “and no deposit of silver 
for other coinage shall be received.” Presumably the members did 
not catch this significant clause buried in the body of the report. It 
was adopted without explanation or comment. Thus a Congress, 
which proposed to put our silver coinage on the basis of the associated 
nations of Europe, in the short space of three weeks succeeded in drop- 
ping the silver dollar from our list of coins, and in prohibiting its coin- 
age at the mints. Instead of bringing our old silver dollar (.8593 
ounces) to the international five - franc standard (.8018 ounces), it gave 
free coinage to no silver coin but the trade dollar (.8736 ounces), 
which contained more silver than the Chinese dollar (.866 ounces), 
the Japanese yen (.8667 ounces), or the Mexican dollar (.87 ounces), 
which were then the silver standards of greatest intrinsic value. It is 
plain that the necessary effect of this was to depreciate the value of 
silver instead of sustaining it as proposed. In all the history of legis- 
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lation no such extraordinary result has been attained in so extraordi- 
nary a manner. And now for the explanation : 

On March 30, 1876, the matter came up in the Senate, in the dis- 
cussion of the proposition to take from the trade dollar its legal tender 
quality, which it, with our other silver coins, had held to the extent of 
$5 under the act of 1873. Senator Bogy stated that the act of 1873 had 
demonetized silver, and immediately the following colloquy ensued : 

Mr. Conkling—‘“ Will the senator allow me to ask him or some 
other senator a question? Is it true that there is now, by law, no 
American dollar; and if so, is it true that the effect of this bill is to 
be to make half-dollars and quarter-dollars the only silver coin which 
can be used as a legal tender?” 

Mr. Sherman—‘“ I will answer the senator from New York that 
since 1853 the use of the silver whole dollar has been discontinued 
and none has since been issued. That has been so since 1853.” 

Mr. Conkling —“‘Is there no power to issue it?” 

Mr. Sherman — “There is no power and has been none.” 

Mr. Bogy-—“‘ The power to issue existed from 1853 to 1873, but 
since 1873 I think there has been no power.” 

Mr. Sherman —‘“ There has been no silver dollar issued since 1853, 
and my impression is that the law of 1853 did not confer the power 
to issue it. The senator thinks it did confer the power, but the law of 
1873 cut off the power, in my judgment, if it existed. The dollar 
was practically dropped from our coinage system for the best possible 
reason, ‘he same reason that the five-franc piece and the large coins of 
England have been dropped out of their currency, simply because tt ts 
inconvenient in size and form for ordinary coinage and ordinary busi- 
ness.” — Congressional Record, 1st Sess. 44th Con., p. 2,062. 

It has long been a matter for wonder to me that so little attention 
was drawn at the time, and has been since, to the remarkable ability of 
this statement. Mr. Conkling was a man of ability. He was present 
in the Senate, and participated in debate on both January 17 and 
February 6, 1873. Still he asks in astonishment if there is no Ameri- 
can dollar, and accepts this answer as satisfactory. Mr. Bogy was a 
man of ability. He was clearly right in his statement of the law, and 
yet he accepted this answer. Obviously Mr. Sherman’s ability sur- 
passed that of either. Unquestionably, as he says, the law of 1853 
did not confer the power to issue the silver dollar. That was “an act 
amendatory of existing laws relative to the half-dollar, quarter-dollar, 
dime and half-dime,” which neither continued, discontinued, nor in 
any way affected the silver dollar. And as to the issue of dollars after 
1853, there was only one year from 1853 to 1873 in which silver dol- 
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lars were not minted; there were more silver dollars coined in 1859, 
1860, 1871, and 1872 each, respectively, than in any one of the pre- 
ceding years of the government; there were more silver dollars coined 
from 1853 to 1873 than in the entire preceding period of the govern- 
ment’s existence. Certainly the law of 1873 cut off the power of 
coinage “if it existed,” and for the “best possible reason.” It may 
be difficult for weak-minded persons to understand why, after all the 
pother about adopting the international coinage of the associated 
nations of Europe, as desired by “all the learned societies,” etc., 
Congress should have suddenly decided the silver dollar, equal to the 
five-franc piece, was an inconvenient coin, but in this day of progress 
no sensible person refuses to accept truth because it is hard to under- 
stand. If one stumbled at that, how would he ever understand why, 
when dropping the standard dollar because it was “inconvenient in size 
and form,” Congress provided for the free coinage of the trade dollar, 
which was still larger and more inconvenient in size and form? It 
may be mentioned incidentally that France did not discontinue her 
coinage of the five-franc piece on account of inconvenience, but 
restricted her silver coinage in the fall of 1873, and suspended it in 
1876, on account of the demonetization of silver by Germany, and 
the subsequent depreciation of silver—or, more properly, apprecia- 
tion of gold. 

In April, 1876, the silver question was again before the Senate, and 
on the 25th Mr. Sherman offered the following lucid explanation of 
the disappearance of the silver dollar from our system : 

I have been often asked, not only in this chamber but outside, how 
comes it that the silver dollar was dropped from among the coins of 
the country? The answer is that in 1873, when these statutes were so 
carefully revised, the silver dollar, as provided in the then existing law, 
was worth more than a dollar in gold, more in the money markets of 
the world. There was no use then in issuing the dollar, because it 
would go into the melting pot, being worth more than the gold dollar. 
That was the reason why the silver dollar was not provided for. . . . 
The idea of reducing it down to the French standard of fifteen and a-half 
to one was not entertained, as our subsidiary coin which then filled the 
channels of circulation was actually only fourteen and a-half to one. 
There was no object, therefore, in issuing the silver dollar for the pur- 
pose of maintaining the double standard.— Congressional Record, 1st 
Sess., 44th Cong., p. 2735. 

At first blush there may seem to be some conflict between this and 
preceding statements, but it will be noted that this is not given as 
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“the best possible reason.” For convenience it may be known as the 
second best reason. ‘The dollar of “the then existing law” was worth 
more than a dollar in gold. That was not the dollar of which he said, 
“The dollar provided for by this bill is the precise equivalent of the 
five-franc piece.” The five-franc piece, as vaiued by the director of 
the mint in 1873, was worth 96 cents in gold. Hence it was ample 
reason for dropping “the dollar provided for by this bill,” that the 
dollar of “the then existing law” was worth more than a gold dollar. 
And as to the idea of adopting the French international standard not 
being entertained, that all depends on what you mean by entertain- 
ment. Some people may think an idea is not entertained unless a 
dinner-party is given in its honor. If the idea of adopting the inter- 
national standard felt entertained by the treatment it received in 1873, 
it must have been easily satisfied. 

Well, cempora mutantur, and in 1892 Mr. Sherman explained why 
the silver dollar was omitted in the coinage act of 1873. He said: 


“Why, senators, I state to you that the bill was passed in its final 
stages without a single objection from the representatives of California, 
Nevada, the West, and all the country. Not one vote was cast against 
the passage of that bill. It is sometimes said that they did not know 
the silver dollar was dropped. Whose fault was that? Anybody who 
would read the bill would see it. There was put in the place of the 
dollar that was dropped the trade dollar, in order to favor our Western 
friends in transporting their silver to China. I will speak of that again 
in a moment. 

I have always felt that it was unfair, that it was unmanly, to ar- 
raign the gentlemen in charge of that bill, about which they cared noth- 
ing, because there was something omitted which was thought to have 
been in it. Why did those who complain not put it there? The 
Secretary of the Treasury, the Comptroller of the Currency, and every 
man connected with that bill called attention over and over again to the 
fact that the dollar was omitted. Why was it omitted? Because it had 
been practically obsolete for a long period of years. There was another 
reason. It had been practically demonetized in 1854 [He means 1853] 
by the act of a Democratic Congress, under the rule and guide of Mr. 
Hunter, of this body. ... . 

Mr. Teller—‘ When the senator from Ohio says that silver was 
demonetized, does he mean that anybody who chose could not go to 
the mint with his silver and get silver dollars ?” 

Mr. Sherman—‘“Oh no; I have already said that anybody could 
do that. For thirty [He means twenty] years only a solitary individ- 
ual went, probably, and got $1000. It was a privilege not cherished. 
The whole coinage of silver was only a little over $8,000,000.” 
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Mr. Teller—‘“ Will the senator tell us when it was demonetized, 
how it was demonetized, as long as it would make payments, and as 
long as the mints were open ?” 

Mr. Sherman —‘“ Mr. President, I think I have already answered 
that. I said it was dropped from our coinage.” 

Mr. Teller — “It was not dropped until 1873.” 

Mr. Sherman—‘“Vodody wanted it.” It was obsolete, dead, dead. 
It might be further added that the fact shown by the public records, that 
the reason why the $1,000,000 [He means $2,235,736] was issued in 
the two last years before this change was made, was because California 
was very anxious to get the Chinese laborers then to come over and 
build a railroad; and this coin, a little less valuable than Mexican 
coin, was made for the purpose of paying these Chinamen, because 
they were accustomed to silver in their own country, and wanted silver 
here. nee 
Now, Mr. President, let us go a little further. A rapid change 
occurred in the coinage of Germany from a silver basis to a gold basis. 
The change in Germany necessarily suspended the coinage under the 
agreement of the Latin Union.— Congressional Record, 1st Sess., LII. 


Cong., pp. 4850, 4851. 

I have quoted more than the mere rcasons of 1892, which for 
convenience may be known as the third best reasons, in order to show 
the great development of Mr. Sherman in explanation. In 1876 the 
suspension of coinage of the five-franc piece was due to inconvenience 
in size and form. In 1892 it was necessitated by the German de- 
monitization of silver. In 1876 there was no power to issue the 
silver dollar under the law of 1853. In 1892 any one could have 
taken silver bullion to the mint and obtained dollars for it. In 1876 
there was no issue of silver dollars under the law of 1853—‘“not a 
dollar.” In 1892 “a solitary individual” had occasionally obtained 
the issue of a thousand dollars. This access of information is highly 
creditable. 

It will be noted, moreover, that Mr. Sherman here completely dis- 
poses of General Walker’s theory that the dropping of the silver dollar 
was a careless, unpremeditated act of some member, or members, of 
some committee. ‘The Secretary of the Treasury, the Comptroller of 
the Currency, and every man connected with that bill, called attention 
over and over again to the fact that the dollar was omitted.” Why, 
then, does General Walker now say that “No man in a position of 
trust has a right to allow a measure of such importance to pass without 
calling attention sharply to it, and making sure that its bearings were 
fully comprehended?” If he will examine House Executive Docu- 
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ment No. 307 of the second session of the XLI. Congress, he will find 
the original draft of the coinage bill prepared by John Jay Knox, 
together with the correspondence of various experts concerning it. 
That bill drops the silver dollar from our coinage. General Walker 
can reconcile his theory with these facts only on the hypothesis that 
the Knox bill was not the bill that Congress supposed it was passing, 
and this hypothesis is perfectly correct. The bill that passed Congress 
was introduced in the House by Mr. Hooper of Massachusetts. He 
believed, that the United States should adopt the international silver 
coinage system of the Latin Union, and made an able argument in 
that behalf on April 14, 1870. He prepared a coinage bill (House 
bill 1427) which embodied the provisions of the Knox bill as to the 
regulation of the mint, but retained the silver dollar. On April 9, 
1872, explaining this bill, he said: 

Section sixteen reénacts the provisions of the existing laws, defining 
the silver coins and their weights respectively except in relation to the 
silver dollar, which is reduced in weight from four hundred and twelve 
and a half to three hundred and eighty-four grains; thus making it @ 
subsidiary coin in harmony with the silver coins of less denomination, to 
secure its concurrent circulation with them.— Congressional Globe, 
2d Sess., XLII. Cong., p. 2306. 

The dollar of 384 grains is the equivalent of the five-franc piece. 
No amendment was made affecting this provision, but on May 27, 
1872, bill No. 2934 was substituted for this bill. At that time special 
request was made for a statement of the changes made by the substi- 
tute, as the House was acting under suspension of the rules and with- 
out debate. Not a word was said, then or afterwards, intimating that 
the silver dollar was dropped. On the contrary, we have the express 
statement of Mr. Sherman, first quoted, as to “the dollar provided for 
by this bill,” and a long debate in the Senate as to whether the 
emblem of the eagle should be retained in the coinage of the silver 
dollar. I challenge any person to cite a published contemporary 
statement in the governmental records that this bill, No. 2934, which 
was passed, dropped the silver dollar. I challenge the citation of any 
intimation to that effect by any person, “connected with that bill” or 
otherwise. I challenge the production of any explanation of the 
dropping of the dollar that cannot be triumphantly refuted by the 


Statements of Mr. Sherman. 
J. P. Dunn. 


INDIANAPOLIS, INDIANA. 








444 JOURNAL OF POLITICAL ECONOMY. 


ON INCIDENCE OF TAXATION. 


In the March number of the JouRNAL there appeared a review by 
Professor Miller of my work on the Shifting and Incidence of Tax- 
ation. The review was courteous and appreciative, but some of the 
points seem to call for a little explanation. Needless to state, I sin- 
cerely welcome all criticism, for what we are after is of course the 
truth, and not any petty preconceived ideas of our own. 

First, as to Ricardo and the wage-fund. The critic puts “sic” 
after my term “ wage-fund.” I confess that “ wages-fund” is fre- 
quently employed. But the other term is just as common. President 
Walker, ¢. g., heads the whole chapter in his book on Wages, with the 
word “ wage-fund;’’ Mr. Smart in his translation of Béhm-Bawerk’s 
work uses the same term; and I could refer to a score of other equally 
good authorities. A few pages further on, as well as in other parts of 
the same issue of your journal,’ it is used repeatedly. The word, in 
fact, can be used either in the singular or in the plural. It is the 
same as with “ trade-unions” and “ trades-unions.” 

So much for nomenclature. Now as to facts. What I mean by 
the important part of the wage-fund doctrine, is the theory that there 
is a predetermined fund, whose amount depends on profits, and which 
rises as profits fall, and vice versa. There is another part of the doc- 
trine, namely, that wages of a particular trade cannot rise without 
wages in another trade falling. Now Ricardo certainly held the 
first part of the doctrine, and I am inclined to believe that he held 
the last part also. The whole theory is found in James Mill, who 
expressly tells us that the doctrines are not new with him, but that he 
bases himself on the work of his predecessor; and John Stuart Mill 
tells us that his father got the economic doctrine from Ricardo. 
Neither Ricardo, nor Mill, nor Senior held to the “ perfected form” of 
the theory ; but in so far as the essence of the doctrine is concerned, 
together with the inference of wages falling as profits rise, Ricardo 
certainly held that view. And that is the practical point to which I 
referred in the discussion of incidence of taxation; it is, for the pur- 
poses of that discussion, the essential part of the wage-fund doctrine. 
Ricardo says (chap. xvi.): “By taxing the profits of stock, you would 


‘It is the policy of the JoURNAL to allow contributors as much freedom as possible 


in the use of terms, especially in anything relating to controversial subjects, even if 
it might be a question of good usage. — Editor. 
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probably alter the rate at which the funds for the maintenance of labor 
increase and wages would be disproportioned to the state of that fund, 
by being too high, etc.” If that is not the wage-fund, or at least an 
important part of it, I stand corrected. 

Coming to the next point, taxes on land. I willingly confess that 
more simple methods of diminishing supply are possible than the 
one to which I allude. 

But I must take exception to the argument on p. 291. Professor 
Miller says truly that good wheat land will also raise good swine. 
But how does that affect the problem? Ifa tax is put on the land or 
the rent, the supply of wheat may indeed be diminished, but on his 
own showing the supply of swine will be increased. What the con- 
sumer loses in the one case, he gains in the other. Now we are 
discussing not a tax on wheat land, but a tax on /amd; not a tax on 
special kinds of land, but a tax on land in general (exclusive in the 
sense only of not being assessed also on non-landed property). How 
then, on his own showing, will a tax on /and in general raise the price 
of land products in general; swine are as much agricultural products as 
wheat, and he himself confesses that there will be no alteration in the 
total output (although the relations of the various kinds of produce to 
each other may change). If that is true, how can a tax on agricultural 
profits be shifted. Professor Miller has confused a tax on special agri- 
cultural profits (which I did not discuss at all under the head of the 
land tax) with a tax on general agricultural profits. He has confused 
an exclusive tax on agricultural profits with a tax on special agricul- 
tural profits. 

The points I seek to make are three in number : 

First, | say that the Ricardian theory is good so far as it goes, but 
that the assumption of absolute mobility is exaggerated. I may 
indeed have exaggerated the objection in turn, but I expressly state 
on p. 98 that this is not the main contention. After my explanation 
below, it will be seen why Professor Miller’s objection in the note on 
p. 289 is without foundation. The no-profits theory does not lead to 
the non-transferability of a tax on agricultural profits. Ricardo is 
right so far as the conditions of absolute mobility are present. In so 
far as they are not present, we must qualify his statement, as Professor 
Marshall himself confesses. 

Secondly, | say that more important, practically, than the degree of 
mobility is the fact of international conditions. Professor Miller says 
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that it is easy to overestimate this; and that may betrue. But he does 
not allow it to affect the problem at all, although he gives no reason 
for his position. 

Thirdly, and chiefly, I say that everything depends on whether the 
tax is a general tax or a special tax. In England, the tax on agricul- 
tural profits (apart from the local rates) is simply a part of the gen- 
eral income tax; and in America the real estate tax is simply a part of 
the general property tax, especially outside of the large cities. In so 
far as this is true, the chances of the tax resting on the landowner are 
increased. How then is it proved that “a considerable portion” of 
the tax is to-day actually shifted to the consumer ? 

The main criticism, however, is directed against my discussion of 
the tax on profits. Let me say, however, that granting the theory of 
profits on which it is based, my conclusions are not so illogical as the 
critic seems to think on the bottom of p. 294. This criticism appears 
to me to arise from a failure to understand what the theory really 


means. 

A, B, C are the producers of a certain commodity. A is stupid, 
or unfortunate, or possesses no advantages; B has more advantages; 
C has most. A can produce a certain commodity at 30 cents, B at 29 
cents, C at 28 cents. Now if there is no monopoly, the commodity 


must sell at 30 cents. It will not sell at less because on the given 
equilibrium of supply and demand the 30 cent product is a part of the 
necessary supply. It will not sell at more, because if it did another 
man D who has been unable to compete, because it cost him more 
than 30 cents to produce, would immediately enter the field. The 
equilibrium would be altered, the supply would increase and prices 
would fall, unless demand changed. 

Now let us suppose that B’s profits are 2 per cent. and C’s 4 per 
cent. B cannot make as high profits as C because he is less intel- 
ligent, or has less capital or possesses less advantages in general. He 
will not go out of business, because he does not see his way clear to 
making more profits in any other business. Now suppose a tax is 
imposed on the profits of this particular business alone ; B will imme- 
diately look around for another opening. He will expect to put his 
intelligence and capital to better use elsewhere. He will not indeed 
expect to make more than 2 per cent. profits in some other business 
(unless he has special advantages, which we cannot suppose, for he 
would otherwise have left before); but he will expect to make at least 
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2 percent. A, indeed, will not leave the business, because he makes 
no profits anyway—or, more strictly, the C’s are continually leaving 
the business in order to improve their condition, and being replaced 
by other C’s, who also make no profits,—so that we can speak of a 
typical C. The point now is this; not necessarily the marginal pro- 
ducer, but some producer who has becn making profits will leave the 
business, because by applying the same brains and the same industry 
to an untaxed business he can make larger profits than in the taxed 
industry. This would decrease supply and therefore increase price. 
That is, the shifting of an exclusive tax on profits is just as logical in 
the no- profits theory, as on the normal profits theory. It must be 
remembered that most producers make profits, and that there is no 
reason why they should voluntarily take less profits. It is the exodus 
of the profits-receiver, not necessarily of the no- profits man, that 
raises prices. Hence the statement that a consistent application of 
the no- profits theory would necessarily lead to the conclusion that a 
tax on competitive profits cannot be shifted, is incorrect. 

It might be urged that if some producers leave the taxed business, 
the transference of capital and labor to the new industry would affect 
the supply price of the new product, and that the rise of prices in the 
one case would be offset by the fall of prices in the other case. But 
this objection is not valid, because we are discussing the effect of a 
tax on the consumers of the taxed article, not on the other consumers 
of the untaxed article. The objection in fact is no more applicable 
to the no-profits theory than to the normal profits theory; and it 
rests on a confusion between a general tax and a special tax on profits, 
For, on the normal profits theory also, the taxed producer is assumed 
to transfer his capital and labor to the untaxed industry. If it is true 
that a decrease in the supply in the taxed industry will be attended by 
an increase of the supply in the untaxed industry, it will be no less 
true on the theory of normal profits than on the theory of no- profits. 
Professor Miller contends that the shifting of a tax on special profits 
is “perfectly intelligible” on the normal profits theory. If that is 
true, I fail to see why it is not also “perfectly intelligible” on the 
ho-profits theory. 

In fact, I may be pardoned for believing that the inferences from 
the no- profits theory are not more untenable, but less untenable, than 
the inferences from the normal profits theory. For in the normal 
profits theory, profits are a part of the normal cost of production. 
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The conclusion then is inevitable that a tax on general profits would 
necessarily increase the normal cost of production, and thus be shifted 
to the consumer. Yet it is a cardinal doctrine of the old school 
(cf. J. S. MILL, book v., chap. iii., sec. 3.) that a “genera! and equal tax 
on all profits will not affect general prices.” There is here a serious 
discrepancy. We may assume that everyone accepts the conclusion 
that a general tax on net profits cannot be shifted. The conclusion 
may be easily drawn from the no-profits theory (as I have done on 
page 167 of my monograph) ; but it is difficult to see how it can be 
drawn from the normal profits theory with profits regarded as a factor 
in supply-price. Either the conclusion or the premises are untrue. 
If we accept the conclusion, we must abandon the premises. 

The statement (p. 295) that according to my theory a tax on profits 
cannot be shifted, because by my own showing profits are like rent, 
while a tax on rent cannot raise prices of produce, rests on another 
misconception. The point under discussion was a tax on particular 
profits, not on general profits. Now in discussing a tax on rent, the 
point was a genera/ tax on rent. If a special tax were put on the rent 
of particular plots of land, like corn land, and not on that of other 
plots of land, like rye land, the tax on rent would also be shifted. For 
the corn planters would now turn to rye planting, and thus affect the 
supply, and thus the price of the corn. In fact the argument would be 
the same as the one which Professor Miller himself uses on page 291, 
only that the argument I have just used applies to a tax on special rents, 
and not as he seems to think (p. 290), to an exclusive tax on a// 
rents. 

Again, Professor Miller objects that nothing is said of interest, and 
goes on to assume that interest is not included in profits. The whole 
basis of his contention falls away, because the assumption is erroneous. 
I maintain, and I thought it could be plainly inferred from the con- 
text, that the marginal theory applies to interest as well as to profits. 
Whether the marginal producer has invested $100,000, or nothing, in 
the business, the result is the same. If he has invested nothing, he 
makes nothing; if he has invested $100,000, he still makes nothing. 
In the one case he earns no profits; in the other case he earns neither 
profits nor interest. 

Interest, properly speaking, is the remuneration for the use of capi- 
tal loaned to another. If all production were carried on on$borrowed 
capital, then indeed, but only then, would the interest payable be a 
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necessary part of the cost of production. But as long as producers use 
their own capital entirely in many cases, competitive prices will be 
forced down to the level of the man who earns nothing on his invest- 
ment. He will need to pay no interest to any one, and interest will 
then not form a part of cost. Those who haveSborrowed capital will 
have to pay their interest out of their surplus gains. If they are the 
marginal producers they will have no surplus, and will be unable to 
pay their debts. I know of many business men, trading on their own 
capital, who make it a practice to mark off an amount equal to 4 per 
cent. or 6 per cent. for interest; but I also know that in many such 
cases the profits are then minus profits. The marginal producer is he 
who does not make even interest on his capital. My argument against 
the excess-of-price-above-tax doctrine is, hence, not in the least illog- 
ical. 

Therefore, if my premises be granted, I think it will be seen that 
the statement on page 294 that I “have not reasoned strictly consist- 
ently with the fundamental premise,” is unjust. In the one case the 
critic imputes to me an assumption which I do not make; in the other 
case he fails to grasp the real import of my position. 

On page 289, some phrases of mine are objected to. I confess the 
phrase “ net profits ordinarily received,” is a little careless, but that is 
all. The word “ordinarily” ought to have come a little earlier in the 
sentence. What I meant was that selling price varies ordinarily with 
the net profits received. If there are no profits the price is zero, if 
there are larger profits the price is ordinarily higher. But the word 
“ordinarily” had no connection in my mind with “normal” profits. 

So, also, in the second phrase, by “usual” profits, I meant the 
profits which the particular producer was accustomed to receive, but 
not any “normal” profits of the trade as such. Still I confess that the 
phrases are misleading. 

This is, of course, not the place to defend the general theory of 
distribution which lies at the basis of my argument. But let me say 
that I consider the abstraction of the “no-profits” middleman neither 
“unreal” nor “dangerous.” Let me say further that I do not think 
General Walker quite consistent in his theory of interest; and that in 
my opinion the marginal theory of interest in no way stands opposed 
to the doctrine of an average rate of interest, any more than the no- 
profits theory stands opposed to the doctrine of average (not xorma/) 
profits. But to explain this would require a separate essay. Finally, 
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while I thoroughly agree with the critic in expecting that new light 
will be thrown on the whole subject in the forthcoming second volume 
of Professor Marshall, I am not quite sure that his theory of distribu- 
tion is final. For I have never been able to accept the validity of Pro- 
fessor Marshall’s distinction between profits and quasi-rents, or between 
long-period and short-period profits, with the conclusion that the for- 
mer enter into price and the latter do not. If long-period profits enter 
into price, then long-period rents also enter into price. And again, if 
long-period profits are a part of the normal cost of production, then a 
tax on profits in general will increase price and thus fall on the con- 
sumers. Yet this, as we know, is just the opposite of the doctrine 
accepted by the English writers. 

It will be interesting to learn how Professor Marshall will escape 
from the dilemma. He has been unable to accept the whole theory of 
profits; but it is difficult to see the justification of his distinction 
between normal profits and differential profits. If his theory of inci- 
dence is to be built up on this distinction, it will no doubt be stimu- 
lating, but perhaps not entirely convincing. 

CoLuMBIA COLLEGE. Epwin R. A. SELIGMAN. 





Frew problems present at once so many difficulties as the problem 
of incidence. The process of tax-shifting is often so obscure and 
complicated that it is a problem of considerable intricacy to find where 
the burden of a given tax actually and finally rests. The difficulties 
which are sufficiently perplexing in the theoretical investigation, mul- 
tiply themselves rapidly when it is sought to ascertain the incidence 
of a tax in a concrete case. At the same time, few investigations are 
more certain to reveal the serious limitations and imperfections of the 
economic theories of value and distribution than the problem of deter- 
mining the incidence of taxation. Complexities which may be ignored 
in the one case demand careful attention in the other. The neglected 
elements and secondary factors mean everything to the student of 
incidence; they are too frequently nothing to the economic theorist. 
It may well happen, therefore, that there should be substantial agree- 
ment among students on points of general economic theory and yet 
disagreement on questions, even purely theoretical questions, of inci- 
dence. The disagreement necessarily widens as the common ground 
of ecoriomic theory occupied narrows. 
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My criticisms of Professor Seligman’s doctrine of incidence were 
chiefly two; the one was directed against the method and conclusion, 
the other against the logic rather than the conclusion, of his argument. 
I confess that my interest in his discussion of the tax on profits was 
chiefly stimulated by the new light it seemed to throw on certain 
weaknesses of the no-profits theory. It seemed to me that a theory, 
in the statement of which it was thought necessary to deny that profits 
enter into price, would logically preclude the conclusion that a ‘ax 
on profits could enter into price—in short that there was here, on the 
surface at least, a contradictio. Nor does Professor Seligman’s pres- 
ent explanation satisfactorily dispose of the discrepancy, as I under- 
take to show below. It seems to me either to involve him in an 
implicit abandonment of the no-profits theory, or else to show that 
this theory does not mean what has ordinarily been supposed; in which 
case a still further definition of its terms and a more exact examina- 
tion of its limitations may be desirable. 

1. Taking up in their order the points at issue, there comes first 
the question of phraseology. I feel that an apology is almost due 
from me to the readers of the JouRNAL for having raised so trivial a 
point. My own preference for the term wages-fund rests upon the 
two grounds that good usage would seem to require that scientific 
doctrines should be known and remembered by the names given them 
by their accredited authors and, secondly, that there is good reason for 
believing that the term “wage-fund” is questionable English. Wages- 
fund is the name given to a particular theory of wages by its authori- 
tative holders. This theory occupies at least a place of importance, if 
not of dignity, in the history of economic thought, and it seems worth 
while, in the absence of strong reasons of a contrary nature, that it 
should be allowed to bear its baptismal name. I cannot but believe 
that the peculiar train of ideas suggested by its unfortunate name is 
largely responsible for the scant justice which has been done the wages- 
fund theory in recent years. But now that the injury has been done 
the name might be permitted to stand untouched. I am not aware 
that “wage-fund” is used by any but hostile critics and those who 
have derived their first impression of the wages-fund doctrine at sec- 
ond-hand from such writers. The name of President Walker is, indeed, 
high authority to quote. But, on the other side, Professors Sidgwick 
and Marshall may be recalled among living writers, who seem to find 
themselves under no necessity of abandoning the original name, even 
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though they do not adhere to the formula, of the wages-fund theory. 
Finally, good authority declares wage-fund a questionable English 
compound." 

2. The question whether Ricardo held the wages-fund doctrine 
cannot be decided as a mere question of words. It requires no very 
extended acquaintance with Ricardo to know that he cannot be inter- 
preted by phrases. His language is frequently ambiguous. He him- 
self was aware of his limitations as a writer, though he did not suc- 
ceed in overcoming them. Particular passages of his work, therefore, 
can be interpreted only in the light of his whole thought. Professor 
Marshall and others have showed the need of dealing generously 
with Ricardo if we would understand him rightly. It will not do to 
treat the Principles by rigorous rules of interpretation. Though not, 
in a high sense, a systematic or organic whole, Ricardo’s treatise is 
pervaded by certain fundamental conceptions that give it a certain 
degree of unity. Perhaps the most important of these conceptions is 
his theory of profits. At any rate it is only through this theory that 
we can hope to reach the core of his thinking on wages. 

Ricardo’s habits of life and mind led him to contemplate the oper- 
ations of industry and exchange from the standpoint of the capi- 
talist employer. He seldom took a broadly human outlook, nor did 
he often bring himself to the laborer’s point of view. The capitalist 
occupied the central point of his economic analysis. When he spoke of 
wages he more frequently had in mind the payer than the receiver, the 
purchaser than the seller of labor. It was his endeavor to find the 
conditions affecting the rate of profits that brought him to the sub- 
ject of wages. What labor cost to the employer was wages; when he 
paid much, wages were said to be high, although it is easily conceiv- 
able that, absolutely considered, they may, at the same time, have 
been low. Ricardo constantly identifies wages with cost of labor.’ 


‘Among “ instances of expression that have come from professional into more or 
less general, but not into good, use,” Professor A.S. Hill of Harvard University men- 
tions in his Principles of Rhetoric, p. 8, “from a school in political economy, wage and 
wage-fund (‘wages, wages-fund’).” 

*This is also the view taken by that eminent Ricardian, Professor Marshall. 
Ricardo “saw that the real interest of the employer lay not in the amount of wages 
that he paid to the laborer, but in the ratio which those wages bore to the value of 
the produce resulting from the laborer’s work: and he decided to regard the rate of 
wages as measured by this ratio: and to say that wages rose when this ratio increased, 
and that they fell when it diminished.”—Principles of Economics, (2 ed.), vol.i., p- 581. 
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This led him to, or rather was, his doctrine of proportional wages. 
He was in search of a principle for determining the division of the 
value of the produce between wages and profits and the investigation 
issued in the doctrine that high wages make low profits. But going 
a step further he found that wages was only the proximate condition 
affecting profits, only the medium through which some more funda- 
mental force was acting. This deeper force was the price of food, 
with which wages varied directly. A high price of food was the 
cause of high wages and, in turn, of low profits. This is the essence 
of the Ricardian doctrine of wages, and in it there is nothing of the 
wages - fund doctrine. 

The wages - fund theory is an attempt to explain the fact and con- 
ditions of absolute wages. No doubt Ricardo sometimes uses the word 
wages in the sense of absolute wages, and it frequently requires acumen 
on the part of the reader to discriminate sharply in which sense he is 
speaking of wages in a particular passage.* But even where he speaks 
of wages in terms of absolute, and not of relative, amount he is yet not 
on the ground of the wages-fund theory. I suppose it must be 
admitted in view of controversies not yet forgotten that there is room 
for difference of opinion as to what the essential content of the wages- 
fund theory really is. For my own part, I have never understood it 
to state or to imply that the fund out of which wages were said to be 
paid, “rises as profits fall and vice versa.” That may or may not be 
an important truth, but it is not the particular truth the wages- fund 
theory was seeking to establish. That, I repeat, is the Ricardian doc- 
trine of proportional wages and, so far from its being an integral part 
of the wages- fund theory, the connection traced by that theory be- 
tween wages and profits is of quite an opposite character. Under 
the wages-fund theory, high profits make high wages. The rise of 
profits is the antecedent condition of the rise of wages, is the source 


*Senior (Political Economy, pp. 142—147) complained of Ricardo’s ambiguity in 
the use of the word, and Whately, in his Oxford lectures, held it up as a warning ex- 
ample, in a passage which may be quoted: by speaking of wages sometimes (in the 
ordinary sense) as a certain amount, and sometimes (in the sense he introduced ) as 
a certain proportion, he has involved the whole subject in perplexity. He, and several 
who have followed him, have spoken of high or low wages, sometimes in reference to 
the laborer’s receiving so much fer day, sometimes to his receiving so much fer cent. 
of the price of the commodity he produces: and thus a vein, as it were, of ambiguity 
and confusion, runs through all the discussions connected with the subject.—Lectures 
on Political Economy (3¢d.), p. 230. 
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and, partly, the cause of those increased acumulations of wages - capi- 
tal which produce the rise. I understand the wages - fund theory to be 
an attempt to explain, under the existing “capitalistic” organization 
of industrial society, the conditions determining, in the aggregate, the 
amount of wealth expended as wages in the hiring of labor; more 
particularly, to draw attention to the action of the mechanism, so to 
speak, through which this wealth finds its way into the hands of 
laborers. Starting from the fact that the legal ownership of the pro- 
duct of industry is vested in the capitalist employer, it seeks an answer 
to the twofold question sow, and how much of, the product will be 
distributed among laborers. In its baldest form, it states that wages 
are paid out of, and so may be said to depend on, savings; secondly, 
that savings constitute the channel through which wealth used in the 
remuneration of the services of hired labor, must flow in reaching its 
destination. The more complete answer is found in the further analy- 
sis of those varied influences operating upon human volition which, 
taken collectively and in the result, we call the accumulative principle. 
It is the action of this principle which determines, under given circum- 
stances of productiveness, the flow of savings from time to time. 
Mills’ “law of increase of capital” is complementary to and interprets, 
the statement that wages depend on capital; it is, in an appropriate 
sense, almost his law of wages and his certainly was the wages- fund 
theory. 

This is not the place to trace the genesis of the wages - fund theory. 
But it seems to go back for its beginning to the peculiar conception of 
capital and the supposed necessity the laborer had of the advances of 
the capitalist, which was stated for English political economy by Adam 
Smith. Ricardo gave greater definiteness to the conception, studied 
more closely the essential nature of the investment of capital, and so, 
by gradual transition, made easy for others the formulation of the wages- 
fund theory. To Ricardo not only is food capital, but capital —he 
all but commits himself to the assertion—is food. Those who can 
discover no more meaning in the wages- fund theory of modern Eng- 
lish political economy than the elementary truth that laborers cannot 
exist unless they are supplied with food and other necessaries, will 
have no difficulty in tracing the theory back to certain phrases of 
Smith and Ricardo. But the wages-fund theory is not a question of 
words or of a sentence. To my mind, Ricardo stated rather than 
solved the problem of the wages-fund. He gives the formal state- 
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ment of the problem of which the wages-fund theory attempted the 
solution.” 

But, whatever be the correct conclusion on the question whether 
Ricardo held the wages-fund doctrine, it seems quite clear that his 
doctrine that a tax on wages would fall wholly on profits connects 
itself with his theories of natural and of proportional wages rather 
than with any wages-fund theory. That point was the particular 
occasion of iny criticism of Professor Seligman’s interpretation of 
Ricardo, and on that point, at least, I cannot but believe that he has 
failed to catch the essence of the Ricardian doctrine. That doctrine, 
once more, is that, fundamentally profits depend on the price of food ; 
from this it is easy to deduce the conclusion that a tax on wages, 
which, according to Ricardo, is hardly distinguishable from a tax on 
necessaries, will raise (money) wages at the expense of profits. A part 
of this doctrine of incidence was borrowed by Ricardo from Smith, 
the other half was supplied by his own theory of proportional wages. 
According to both, a tax on wages would raise wages; but, Ricardo 
added, “any tax which shall have the effect of raising wages will be 
paid by a diminution of profits.” And why, if it is not because high 
wages mean low profits? In the passage which Professor Seligman 
cites as showing that Ricardo held the doctrine of the wages-fund, 
one is inclined to ask what Professor Seligman understands Ricardo to 
have meant by the phrase foo high? And, by way of comment, I am 
tempted to recall the observation of Senior that “ the whole of the con- 
fusion has been occasioned by the verbal ambiguity which we have 
pointed out, and would not have arisen if Mr. Ricardo had used any 
other adjectives than Aigh and /ow to express a larger or smaller pro- 
portion.” 


3. Coming next to the question of the incidence of taxes on land, 


‘Such statements as “labor is dear when it is scarce, cheap when it is plenti- 
ful,” “in proportion to the increase of capital will be the increase in the demand 
for labor,” “the accumulation of capital, or of the means of employing labor . 
must depend on the productive powers of labor,” do not seem to me to militate against 
the substantial accuracy of the interpretation proposed above. They are highly sug- 
gestive hints, that were developed by later writers, and finally took shape in the wages- 
fund theory. It iseven very doubtful whether he attached the same significance to his 
words that later readers and writers did. There seems to me to be no more warrant for 
classing Ricardo among the wages-fund writers than there would be to attribute the 
authorship of the classic doctrine of rent to Adam Smith on the score of the accidental 
statement that rent is the effect and not the cause of price. 
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let us begin with the Ricardian doctrine. If Professor Seligman had 
not raised the question, I should have supposed that, if any part of 
Ricardo’s theory of incidence was entitled to universal assent, it would 
be his doctrine that an exclusive tax on land would be shifted to the 
consumer. This, it seemed to me, so far as it went, was at least a ¢he- 
oretically valid conclusion, however much it might need to be amended 
and qualified in view of special circumstance affecting incidence in con- 
crete cases. Professor Seligman’s statement above places him in sub- 
stantial harmony with this view, although he disclaims that this is the 
main contention. It is, however, a leading point. Ricardo makes no 
assumption in his treatment of the incidence of land taxes, which is 
not made equally in every other part of his work. The common 
assumption underlying the whole of his economic reasoning is that 
“competition operates without restraint.” A rejection of Ricardo’s 
conclusion, so far as it rests upon a rejection of his leading assumption 
in a particular case, should have been based upon a careful examination 
of this premise. This was not attempted in Professor Seligman’s 
monograph, nor is the need of it admitted in his present answer. In 
the monograph, the Ricardian assumption of absolute competition is 
matched by the assumption of almost absolute immobility implied in 
the statement that “only when the tax is so exorbitantly high as to 
swallow up the whole rent, and the whole profits, so as absolutely not 
to leave the cultivator any margin for living expenses, will he abandon 
the land in such large quantities as to affect a material decrease of 
supply.” Now, this seems to me to be not simply an “exaggerated,” 
but even a gratuitous assumption, and an utterly unsafe basis for gen- 
eralization. 

It must be admitted that agricultural capital is much more sluggish 
in its movement than trade capital, but is it so to an extent sufficient 
to invalidate the Ricardian hypothesis? This, it seems to me, is the 
real question. I cited one or two instances which seemed to me to 
bear upon this point, and, incidentally, to show that “there are more 
simple and less costly methods of diminishing the supply” of agri- 
cultural products than wholesale abandonment of the land, I gave 
the illustration that good wheat land will also raise good swine. I 
have reason to believe that that was an unfortunate illustration. But 
it was only an illustration, intended to point to the fact that there 
might be a considerable diminution of farming capital, even without 
any appreciable shrinkage of total acreage, and thus a diminution of 
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the total output of agricultural produce and a rise of price consequent 
upon the contraction of supply. To enumerate the many ways in 
which this diminution might be effected is not necessary; in the one 
case it might be by a change of crop, calling for a less heavy expendi- 
ture of capital; in the other, by diminishing the intensity of cultiva- 
tion without any change of crop. So long as it is true that crops 
vary, not simply with the extent of acreage, but also with the character 
of the cultivation, it will also be true that the total output may be 
diminished without a change of acreage. To suppose the contrary 
would be to hold that the land produced everything and cultivation 
nothing. It is only in comparatively primitive agricultural communi- 
ties that we can measure bushels in terms of acres. The almost uni- 
versal abandonment of the old acreage tax shows that this stage has 
long been passed in most countries. The more nearly farming 
approaches in any district or community the stage of intensive culti- 
vation, the more true will it become, that land may be retained in 
cultivation while yet falling out of condition. The agricultural history 
of England during the last fifteen years is ample evidence of this fact. 
And this is as it should be on grounds of strict reasoning. In 
any given case, successive doses of capital and labor will be applied to 
the cultivation of the land until the margin of profitable expenditure 
is reached, #. ¢., the point at which cultivation yields just the ordinary 
returns. This margin is determined by the state of the market, 
extending as prices and profits rise, and receding as they fall. In 
either case, agricultural supply will accommodate itself to these 
changes. It makes no difference whether profits fall because of a fall 
of price or because of the imposition of a tax. The inevitable con- 
traction of supply will produce a tendency of prices to rise. This 
tendency may, no doubt, be held in check by foreign competition, and 
so far there may be need of a theoretical qualification of Ricardo’s 
conclusion. But it is no more than a theoretical qualification, and 
shows only that to whatever extent international conditions prevent 
the rise of price, the burden of the tax will not be shifted. To con- 
clude, as Professor Seligman does, that no part of the tax will be 
shifted, is a petitio; it assumes what ought to be proved. Professor 
Seligman closes his investigation at the very point where, in a study 
“paying special attention to the practical aspects of the discussion,” 
it should have begun. 

It is not to be denied that it is a matter of great difficulty to locate 
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the actual incidence of a tax in concrete cases. No exact method of 
ascertaining where the tax on land in this country finally falls is known 
to me, and I fail to discover that any is used or proposed by Professor 
Seligman. To determine how much of it is shifted to the consumer 
we should, according to J. S. Mill’s general principle for determining 
the incidence of a tax, have to know how much price would be low- 
ered by the removal of the tax. But this method, even if otherwise 
satisfactory, is obviously impracticable. In this, as in so many cases, 
where the attempt is made to measure the effects of economic factors, 
we are forced in the end to fall back on general reasoning ; and we 
can frequently state our conclusions in a no more satisfactory or con- 
vincing form than that of a probability or opinion. The data for an 
exact and final analysis of concrete circumstances are usually wanting, at 
any rate so far as we are seeking to express results with numerical pre- 
cision. We can do little more than express positive conclusions 
regarding the character and tendency of most classes of economic 
effects, and the forces which produce them; we can seldom measure 
their intensity. We can make the qualitative but not the quantita- 
tive analysis. At this point we are thrown back on general 
reasoning and the use of scientific judgment. This imperfection, it 
need hardly be stated, is not peculiar to political economy ; it suffers 
from it in common with, though in a lesser degree than, the other 
moral sciences. 

When I stated the opinion that “probably a considerable, though 
varying proportion of the tax on farming capital is shifted” to the 
consumer at the present time, I hoped the tentative character of the 
conclusion would be inferred from the accompanying qualification 
that “‘at any rate the balance of probability seems to lie on the side of 
Ricardo.” I attribute very little importance to the fact that in the 
United States the tax on real property is simply a part of the general 
property tax. Of course, the incidence of a tax on land which is 
merely one form of a more general tax on property or income, will 
be different from where the tax is a special one. But a general prop- 
erty tax is not an equal property tax, and it is especially under Amer- 
can conditions that this tax has become little more than a general 
property tax in name and a real property tax in fact. I supposed it was 
an accepted fact among American students of finance that our general 
property tax was a special burden on the land-owning class, and I 
confess my surprise at finding Professor Seligman, who has been one 
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of the foremost, in his admirable essays on American taxation, to 
expose the glaring theoretical and practical defects of the general 
property tax, seriously urging the argument he does.” 

The tax on agricultural profits is not to be treated in any way 
essentially different from a special tax upon any other class of profits. 
One of the first steps in the concrete investigation is to ascertain the 
situation of the particular industry whose profits are being taxed ; 
what the ultimate incidence of the tax will be, will depend very much 
upon the relative profitableness of the different leading branches of a 
country’s industries. In such a country as the United States, where 
agriculture is the leading national industry—the one whose produc- 
tiveness, in the end, determines the profitableness of nearly all others 
—it can offer much less effective resistance to the burden of a special 
tax imposed upon it than in such a community as England where it 
occupies a place of subordinate importance in the scale of national 
industries. ‘The more nearly any branch of industry approaches the 
state of being the primary national industry the more difficult will it 
be found to shift the burden of a tax laid upon it. Under such cir- 
cumstances a special tax loses its distinctive peculiarity ; it is a special 
tax only in form; in its first imposition it reaches so large a propor- 
tion of the counry’s producers that it takes on the character and ten- 
dencies of a general tax. The area of initial incidence is so large 
that its ultimate incidence must toa considerable extent coincide 
with it. The field within which there can take place an effective play 
of the economic forces of competition—through whose action alone 
the tax can be shifted—is narrowly circumscribed by the very fact 
that the industry with which we are dealing in such cases is a national 
industry. When an industry, on the other hand, falls into the class 
of subordinate ones—be they agricultural, commercial, or manufact- 
uring—for reasons the converse of those just stated, it can more 
readily shift a special tax. A special tax imposed upon British agri- 
culture could hardly fail of effectually diminishing the supply of pro- 
duce and, were English farmers not so closely pressed by foreign 

*“The theory of the property tax is not carried out. And it cannot be carried out 
because the conditions of the theory fail. The general mass of property has disap- 
peared, and with it vanishes the foundation of the general property tax.” 

“The property tax to-day, because of its attempt to tax in tangible as well as 
tangible things, sins against the cardinal rules of uniformity, of equality, and of uni- 


versality of taxation.”—Professor SELIGMAN’S article on “The General Property Tax,” 
in the Political Science Quarterly, March, 1890. 


460 JOURNAL OF POLITICAL ECONOMY. 


competition, of ultimately increasing the price by practically the full 
amount of the tax. It appears, then, that it is the importance and 
extent of the industry rather than its character or nature, that is the 
point to be particularly noticed in a study of incidence. 

Applying these considerations to the situation in the United 
States, it seems to me that while agriculture is, and, for a long time to 
come, must remain our leading industry, there are yet so many other 
important avenues of industry — mainly of the extractive character — 
open to our labor and capital, that, long before the point was reached 
where the tax on agriculture “swallowed up the whole rent, the whole 
profits,” etc., there would be such an exodus from the farming classes 
as to effect a considerable rise of price and, to this extent, a shifting of 
the tax. The sauve gui peut, if not the economic interest of the American 
farmer could, I think, be safely counted upon to move him before the 
fire reached his door. But, it will be asked, could the price of agri- 
cultural produce be raised since the American farmer depends on the 
foreign market? To this question I apprehend, no altogether satis- 
factory or definite general answer can be made. Much must no doubt 
depend upon the extent of the sources of supply from which the 
world - markets draw, and this varies for different products. For those 
large classes of agricultural products of which the American supply is 
the dominant factor in determining prices, the answer is tolerably 
clear. Through considerable stretches of time in the twenty years 
past the American wheat supply has occupied this vantage- ground. 
To what extent its position may have been threatened in recent years 
it is difficult to estimate. The field is a more tempting one for con- 
jecture than for scientific investigation. To my mind the steady 
growth and comparative prosperity of our agricultural classes war- 
rants the inference, at least, that they have not been seriously oppressed 
by the real property tax, and that the tax has not been an exclusive 
burden upon them. 

4- My main criticism was, however, directed against Professor 
Seligman’s theory of the incidence of the special tax on profits. More 
particularly, my contention was that the no- profits theory of value did 
not warrant the conclusion that a tax even on particular profits could 
be shifted to the consumer. It may be that my criticism arose from a 
failure to understand what the theory really means. I must confess to 
having experienced considerable difficulty in trying to attach an intel- 
ligible meaning to the theory —one that would permit of its applica- 
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tion as a working principle of political economy. The essence of the 
no-profits theory I, however, supposed to be the doctrine that price 
“tends to equal the cost of those articles of the class produced under 
the most disadvantageous conditions,” ¢. ¢., that price is fixed by the 
no- profits producer. On this supposition it is hard for me to see how 
a tax on profits can be shifted to the consumer. I cannot see that it 
makes very much difference in this respect whether the tax be special 
or general. The difference seems to me to fall away under a theory 
which makes profits the effect and not an element of price. For in 
either case it would be true that “the producer who enjoyed no profits 
would of course pay no taxes, but it is he who, according to Dr. 
Seligman’s theory of value, would fix price*.” How, then, can the tax 
be shifted ? Professor Seligman answers that the tax would be shifted 
to the consumer in the rise of price that would follow from the dimi- 
nution of supply. And with this I substantially agree. But, I ask, 
what now becomes of the theory that price is fixed by the no- profits 
producer? Does not Professor Seligman’s reasoning that the diminu- 
tion of supply would be effected, and thus the price determined, by 
the exodus of some of the profits- receiving class imply an abandon- 
ment of the no-profits theory? In the illustration he gives, is it A 
that fixes price after the imposition of the tax, or is it the producer in 
some other grade? I leave Professor Seligman to answer this ques- 
tion in his way. I will only remark that, if it is not A, then Professor 
Seligman’s reasoning on this subject unconsciously rests upon an 
équivogue. For, note this curious consequence that must follow from 
the reasoning: As the price of the commodity rises by the full amount 
of the tax, it rises for producer A as well as for those who pay the tax. 
But A’s expenses not having been increased by the imposition of the 
tax, the rise of price leaves him not only absolutely but relatively better 
off than before. His immunity from the tax amounts to a differential 
advantage which yields him a surplus over his expenses, and he now 
becomes, in fact, a profits-receiver, his profits increasing as the tax 
increases and the price rises. In short, it appears that the old no - profits 
class of producers disappear into the profits - receiving class after the 
imposition of the tax. Their profits may henceforth be diminished, 
but not destroyed, by a part of the tax being levied on them. But it 
may be further argued, that the circumstance of their receiving profits 
will attract no- profits producers from other occupations, and that the 


‘Journal of Political Economy, vol. 1, Pp- 294. 
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competition thus stimulated will lead to an increased supply and con- 
sequent fall in price, of the commodity concerned ; and that this pro- 
cess will continue until, by the fall of price, profits are once more 
eliminated for producers of class A. This point would be reached 
when price was restored to the level at which it stood before the impo- 
sition of the tax. In brief, we seem to have reached by this circuitous 
process of reasoning, the conclusion that the tax cannot be so easily or 
so permanently shifted to the consumer as Professor Seligman believes 
it would. 

It is no part of my present purpose to defend the doctrines of the 
classical school against Professor Seligman’s criticism, and it would be 
presumptuous in me to say how Professor Marshall will escape from 
the dilemma which Professor Seligman has constructed for him. I can 
hardly refrain, however, from expressing the opinion that that problem 
will present as little difficulty to Professor Marshall as it did to Mill 
and to others. There seems to be no inconsistency between the con- 
clusion as to the non-transferability of a general tax on profits and 
the doctrine that normal profits enter into cost. It is perfectly cer- 
tain that such a tax cou/d not raise general prices because, if it is neces- 
sary to state the reason, it takes the competition of buyers as well as 
that of sellers to make prices ; because the demand which affects money 
prices consists of all the money and its substitutes in the hands of the 
community destined to be laid out in commodities; and, because, 
so long as the proportion of this to the commodities is not increased, 
there can be no rise of general prices. But even waiving this point, the 
case would still present no difficulty. A tax on profits, which, when 
confined to special profits, really does raise the price of the commod- 
ity, ceases to have that effect when it extends to all profits ; because, 
when all things have risen, nothing has really risen, except nominally, 
and even computed in money, the expenses of every producer would 
have increased as much as his returns. May I be permitted to remind 
Professor Seligman that it was also a cardinal doctrine of the old 
school that “high general profits cannot, any more than high general 
wages, be a cause of high values, because high general values are an 
absurdity and a contradiction. In so far as profits enter into the cost 
of production of all things, they cannot affect the value of any.” Pro- 
fessor Seligman’s difficulty in seeing the mode of operation of the 
older theory seems to proceed from the error of treating producers 
and consumers as distinct classes, when, in truth, considered in the 





NOTES. 463 


aggregate, they are the same persons. Where they are distinct classes, 
as, ¢. g., with reference to some particular product, the tax on profits 
will tend to be shifted from the producer to the consumer. 

If, on Professor Seligman’s theory, a special tax on profits can be 
shifted, what is the difference between such a tax and a special tax on 
gross product? And, if there is no difference, what is the importance 
for the science of finance of the theory which makes so much ado about 
net produce and net profits? In short, what new light has its appli- 
cation shed on the problems of incidence? An answer to these ques- 
tions may serve to turn attention to the essential “outwardness” of the 
no- profits theory. 

The determination of the incidence of a special tax on particular 
rents is not so simple as Professor Seligman’s reasoning would seem 
toimply. While it may make some difference whether the tax be 
general or exclusive, it is not easy to discover just what the difference 
is. The point is, indeed, largely one of theoretical interest, for it is 
unlikely that any government would, except under unusual circum- 
stances, as, ¢. g., where the owners of particular lands enjoyed a pecul- 
iar monopoly, make such a discrimination as is here supposed. But 
it is worth while attempting to examine with some care what would 
be the incidence of a tax on particular rents, because of the analogy 
said to exist between the rent of land and the profits of business and 
the new light that may thus be thrown upon the no-profits theory. 
In his illustration Professor Seligman seems to confuse a tax on rent 
with a tax on produce. The latter would tend to be shifted and pre- 
cisely because it is not a tax on rent. Again a tax on the rents of 
particular plots of land could not be shifted. Such a tax would have 
the effect of diminishing the differential advantages enjoyed by the 
owner, would rest upon the land as an onerous pecuniary charge, or 
servitude, and which, since it would not reach the produce raised on 
the margin of cultivation, could not affect price. Corn land does not, 
ex hypothesi, cease to be rent land by becoming rye land. The tax, 
being a tax on particular plots of land and not on the crop, must 
necessarily follow the rent whatever the crop. 

But it may be supposed that when Professor Seligman speaks of a 
tax on the rent of particular plots of land he means a tax on the rent 
of land engaged in growing particular kinds of produce. In this 
case, the tax is not so much a tax on the land as a tax upon the rent 
element of the produce. This case may be profitably discussed, for it 
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runs more nearly parallel to the case of the tax upon the profits of 
particular branches of industry which has occasioned this long digres- 
sion. The discussion may be begun by briefly noting the nature of 
economic rent. Rent is the income derived by the owner from those 
productive powers of land which are said to be “natural” or “inher- 
ent” in it, and those advantages of situation enjoyed by it, the supply 
of which cannot be appreciably affected by any action of man, because 
not dependent on human effort. Such being the nature of rent, what 
is a tax upon it other than a tax upon the rent- yielding properties of 
the land? Unless it can be demonstrated that a tax on rent would 
have the effect of diminishing the supply of these, just as a tax on 
interest operates to raise interest only by diminishing the supply of 
interest-yieiding capital, I fail to see how a tax on rent would have the 
effect of raising price and thus of being shifted tothe consumer. One 
might go even further and maintain that a tax on rent could raise price 
only on condition of rent entering, in some way or other, into price. 
Indeed, I am almost tempted in this connection to venture the opin- 
ion, as a description of a general tendency, that @ special tax on any 
Form of income will move in the direction of the income. Where the par- 
ticular form of income enters into price the tax will tend to raise price, 
and vice versa. Now, do particular rents enter into price? This, it 
seems to me, is the real question suggested by this discussion, but to 
this question Professor Seligman gives us no answer, and appar- 
ently because he does not see that it is involved in his problem. 
While it is undoubtedly true that rent fer se does not enter into 
price, it is fairly clear that it does influence, or affect price, though 
not in so direct or simple a manner as to make it easy to say whether 
a tax upon it will, or always even, may be shifted. The relation of 
rent to price may be stated thus: Rent does not directly enter into 
price, but it does “enter” into those circumstances which determine 
the margin of cultivation for different crops, and so may be said to 
indirectly enter into price. Professor Marshall has shown how the 
Ricardian doctrine that rent does not enter into price is apt to be 
misleading when applied to any one kind of produce taken separately. 
Of course, when the margin of cultivation for any particular kind of 
produce is once fixed, it is true of any piece of land that its own rent 
does not enter into the supply price of the produce grown upon it. 
But the doctrine does not affirm that, in estimating the circumstances 
determining the margin of cultivation for different kinds of produce, 
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no account need be taken of rent in general For, indeed, among the 
circumstances helping to fix the margin for any particular kind of 
produce, must be reckoned the rent that land suitable for this purpose 
may be made to yield when used for growing other crops to which it 
is still more perfectly adapted. The general conditions of demand 
and supply determine what land shall be cultivated, and in what pro- 
portions it is to be broken up among the various crops so as to satisfy 
the requirements made upon it. The relative advantages of the dif- 
ferent lands will cause them to be distributed into certain classes 
growing different kinds of produce, each with its margin of cultivation 
determined; so long as the conditions are unchanged a stable equilib- 
rium will be maintained. But a change of the existing conditions 
will, if serious enough, disturb the existing distribution of land and 
lead to a re-distribution; and this may result in an alteration of the 
margins of cultivation and a change, at least, of relative prices. 

Is a tax on a rent such a disturbing influence? The ground may 
be partly cleared for answering this by showing that under certain cir- 
cumstances it could not be. If it were customary to speak of land in 
the language applied to capital and human faculties, we might say that 
land, in most advanced communities, was a more or less, highly special- 
ized form of productive power ; #. ¢., that the properties of large classes 
of lands marked them out favorably for certain kinds of culture, to 
comparative exclusion from others. Wherever this was the situation a 
tax could only begin to exert a disturbing influence after it had risen 
so high as to absorb the whole of that portion of the rent yielded by 
these special relative advantages. What disturbance it would exert if 
it went beyond this point is a problem of some difficulty to determine. 

We may here return to Professor Seligman’s argument that a tax 
on corn rents would discourage the cultivation of corn, and so raise 
the price and cause a shifting of the tax. It may be allowed that the 
imposition of such a tax would tend to discourage the cultivation of 
corn everywhere except on the no-rent corn lands. Cultivation of 
corn on these lands would be at least as profitable after as before the 
imposition of the tax. Theoretically, we may reason that the price of 
corn will tend to rise by the transfer of the higher grades of land to 
rye-growing. But we are bound to ask in the same breath how long 
this rise will be maintained, and whether it will be attended with any 
further neutralizing effects, such as a fall in the price of rye. Does 
not the corn- planter, in his effort to avoid the burden of the tax on 
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corn rents, by turning to rye- growing, invite a new loss in the fall of 
the price of rye, which will be brought on by increased production? 
And will not this fall in price discourage rye-growing? The sup- 
posed rise in the price of corn, and the corresponding fall in the price 
of rye, will not be without important influence on the relative profita- 
bleness of these two branches of cultivation, particularly as concerns 
the lower grades of land. The rise of corn would increase the profita- 
bleness of corn- growing on the marginal lands, and for an opposite 
reason rye-growing on marginal lands would be discouraged. The 
supposed movement of the higher grades of land from corn to rye 
would stimulate a counter- movement of the lower grades of rye land 
to corn. It may be assumed that the latter movement would go on 
pari passu with the former, the tendency toward a rise in the price of 
corn being thus held in check. Whether there would ultimately result 
a permanent rise in the price of corn would depend on whether or not, 
in consequence of the re-distribution of land, there had been any 
change in its margin of cultivation. Without such a change in 
the margin of cultivation there could be no permanent change 
in price, and, unless the margin were extended, no part of the tax 
would be paid by the consumer. I am not here especially con- 
cerned to show what the incidence of a special tax on rent would be, 
but what, under certain circumstances, it would not be, and, more par- 
ticularly, to point out some difficulties in the way of a ready accept- 
ance of Professor Seligman’s doctrine that such a tax would be shifted 
to the consumer. I am inclined to think that so far as such a tax would 
begin to operate as, for the purpose of this argument, I have allowed 
myself to assume it would, the initial disturbance, following the imposi- 
tion of the tax, particularly if severe and protracted, would propagate 
itself along the whole line of related lands— those having certain qual- 
ities in common — by successively affecting the margin of cultivation 
in each class. There would follow, upon the disturbance, a certain 
amount of interaction between the demand and supply for each of the 
different kinds of produce, and a new equilibrium would be experi- 
entially worked out. In just the degree in which relative prices 
would have changed in consequence of the disturbance would be the 
distribution or incidence of the burden of the tax. 

If this reasoning on the incidence of a special tax on rent has any 
merit, it may serve to indicate how the problem of the incidence of the 
special tax on profits is to be approached under the no- profits theory, 
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and to what extent the conclusion that such a tax will be entirely 
shifted to the consumer needs to be qualified, as well as the doctrine 
that profits do not enter into price, granting the leading premises upon 
which it is based. 

5. Professor Seligman’s present paragraph on interest raises some 
interesting questions, but their discussion would be inappropriate in 
this connection. There is some difficulty in understanding why, if all 
interest were loan- interest, it would stand in so fundamentally dif- 
ferent a relation to cost of production from where a part of it is pure 
or economic interest. The distinction appears to be a pretty thin 
one, and must rest upon a curious psychological fact. Would Professor 
Seligman also argue that if all production were carried on by the 
services of hired managers and with the use of rented land that then 
profits and rent would also be necessary parts of cost of production ? 
So far as my criticism of Professor Seligman’s reasoning against the 
“excess - of - price - above-tax”’ doctrine proceeded upon the mistaken 
assumption that he did not hold the no- interest theory, the ground of 
contention falls away. But his argument against that doctrine is still 
seriously defective on the logical side. It is a part of his general doc- 
trine of incidence, that a “ special tax on capital will be shifted to the 
borrower,” and in the present note he is at some pains to show that a 
special tax on profits will also be shifted. It need hardly be pointed 
out that the question whether anything in excess of the tax can be 
shifted can arise only in the discussion of the special taxes. For, where 
the tax itself cannot be shifted—and this is the case with the general 
tax—it would obviously be impossible that anything in excess of the 
tax should be shifted. Now, recurring to Professor Seligman’s own 
reasoning on the shifting of the special tax on profits, let us examine 
how the situation of any set of related producers would be affected by 
the imposition of a special tax in the early stages of the production of 
a finished commodity. Professor Seligman admits that the tax would 
constitute an additional expense in such an industry ; it would, there- 
fore, necessitate an increased outlay of capital by the successive pro- 
ducers or dealers through whose hands the given commodity must pass 
before reaching the consumer. Unless the producers earned either 
interest or profits on the increased investment, their incomes would 
be not only relatively less than they were before the imposition 
of the tax, but less than they could expect to receive by entering some 
untaxed branch of industry. On Professor Seligman’s own theory, 
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there would take place an exodus, not necessarily of the no - interest and 
no- profits man, but of some of the profits and interest - receiving class, 
which would diminish supply and increase price. The rise of price 
would go on until interest and profits, either or both, were shifted to 
the consumer. This conclusion seems to be strictly warranted by a 
consistent application of Professor Seligman’s own theories as stated 
by himself, and so far diminishes the force of his reasoning against the 
doctrine that the price of a commodity may be raised somewhat higher 
than the amount of the tax, and the practical rule that is readily drawn 
from it. Whenever the tax itself is shifted it is at least possible that 
something in excess of it should be shifted. 


My inclination to abstain from controversy is so considerable that I 
have been reluctantly induced to say what I have said in partial explan- 
ation of the points at issue. So much of recent economic controversy 
has failed, when pursued far enough, to issue in anything more fruitful 
than mere explanations of words, that one is seriously warned to keep 
off the ground. I have been the more reluctant in the present instance 
because the principal points of difference lie somewhat outside of the 
main subject of Professor Seligman’s monograph, and would require 
for adequate treatment a lengthy discussion. The great public import- 
ance of the subject of finance, the practical value of sound doctrines of 
incidence, and the high quality of Professor Seligman’s monograph, 
however, justify me in having said as much as I have. 

A. C. MILLER. 
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La France et ses Colonies ( Geographie et Statistique). Par E. Levas- 
sEUR, Membre de |’ Institut, Professeur, etc., 3 vols. Paris: 
Librairie Charles Delagrave, 15 Rue Sufflot. 1890-93. 
3 vols. 8vo., pp. xiv-+ 556, 690, 512. 


THE appearance of the third volume brings this work—the most 
complete presentation yet published of the geography of France—to 
its completion. 

As early as 1867, in connection with his volume entitled Za France 
avec ses colonies, M. Levasseur indicated the extended significance he 
thought should, for purposes of instruction, be attached to geog- 
raphy; under the name of that science the pupil should be given an 
exact knowledge of a country, of its natural configuration, of its 
natural riches, of its political divisions and the causes of the same, 
and of the industrial riches created by the labors of its people. 
In 1871, at the request of M. J. Simon, Minister of Public Instruc- 
tion, M. Levasseur, in conjunction with M. Himly, set about the 
preparation of several programmes of geographical instruction, 
which were adopted by the Supreme Council of Public Instruction in 
1874. These programmes were again revised in 1882. The original 
work, La France avec ses colonies had meantime undergone so many 
enlargements that the scope had exceeded the limits proper to a mere 
manual for secondary educational purposes. M. Levasseur therefore 
resolved to meet the wants of pupils by a Précis de geographie physique, 
politique et économique de la France et ses colonies, and at the same 
time to give to the world at large the matter that had accumulated in 
his hands in a larger work—the one we have before us. 

The first volume contains five books: two on physical geography— 
on Soil and on Climate; three on political geography—on History 
and Politics, Population, and Administration. The second volume 
also contains five books: three on Agriculture and Fisheries, Industry, 
Transportation and Commerce; one whole book—owing to the 
importance of the subject in the case of France—on Paris; and one 
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—a general book—on Provinces and Towns, enumerating the principal 
economic facts and important localities. The third and last volume 
is divided into four parts; one on Colonial Development and History 
in General, one on Algiers and Tunis, one on the Colonies and Pro- 
tectorates, and a fourth—a Résumé on the Colonies. There are also 
appendices of principal corrections and additions, indexes of charts and 
topics, lists of collaborators and authorities. 

It will be seen that the work is a complete répertoire for the economist 
—of facts national, political, historical, industrial and statistical. A 
special and most admirable feature of it is its charts, presenting at a 
glance all the variations of all important facts. The whole is a com- 
plete economic history of France, figured, precise, graphic and readable. 
It is impossible to imagine anything more complete or more conven- 
ient, or more scientific or modern. 

The motive which led M. Levasseur to undertake his work was the 
desire, as he simply and nobly says, to make his country understood. 
He hopes that the French citizen who reads his work will become con- 
vinced that he is the citizen of a country—great in spite of its mis- 
fortunes— which has a powerful organization and powerful resources, 
and whose future depends less on nature, which is still generous to 
France, than on a good social order, on the industry of the inhabitants 
and on the wisdom of the government. 

Recognizing the necessity of the reader’s having always before his 
eyes a map of France, M. Levareur has published a Petit atlas de la 
France (avec [ Algerie et les colonies) géographique et statistique, and also 
a Grand Atlas of general physical and political geography. 

WILLIAM CALDWELL. 





An Analysis of the Ideas of Economics. By L. P. Suirres, B.A. 
London: Longmans, Green & Co., 1893. 12mo., pp. x-++250. 


Tuis book has the initial merit of being exactly what its title 
implies. The author had at one time studied simultaneously Political 
Economy and Jurisprudence, and had been impressed by the contrast 
between the lucid expositions of the analytical Jurists and those of the 
Economists. He concluded that the methods evolved in the older 
department of Social Science might be with advantage applied to the 
newer one. Taking Austin as his model, and the rules of Bain’s Induct- 
ive Logic as his instrument, he has arrived—reflecting at intervals 
during the last ten years—at the definitions of leading economic ideas 
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which we have in this volume presented along withthe lines of think- 
ing that led to them. Mr. Shirres’s difficulties, though, while to a certain 
extent representing merely his personal efforts in determining clearly 
for himself the relations of the social and political sciences to each 
other and the content of economic ideas, are, to some extent, signifi- 
cant and typical—and in this lies the real interest of his book. He 
has felt the efforts and struggles, often on the surface tentative and 
vacillating, of English Political Economy to get definiteness and con- 
sistency and truth into many of its conceptions, and, secondly, the 
quasi- discrepancy between the ideas of the economists on production, 
or natural commodities, or social wealth, or exchange value, and the con- 
ception of the greatest happiness of the greatest number of the utilita- 
rians from Bentham to Grote and Sidgwick. 

The economist who has most enriched the science in a formal 
regard (by definition, etc.) Mr. Shirres avows to be Macleod; and 
Jevons is obviously the economist who, in his opinion, has most 
enriched the science in a material regard (by making Economics deal 
with pleasures and pains, etc.). The variations of the final degree of 
utility is the idea which Mr. Shirres works out in the spirit of Macleod 
and Bain, as introducing order into the realm of economic ideas; the 
ideas of wealth and value are based on the simpler idea of Supply and 
Demand — quantity and utility —and imply the Law of Consumption, 
that “the degree of utility varies with the quantity of commodity, 
etc.”; and different meanings of value—esteem, value in use, pur- 
chasing power —are different aspects of the same quality. The object 
of the whole organization of industry, our author insists, is final and 
personal consumption —a result conflicting somewhat with an assertion 
in his first chapter that Economics examines the machinery of society 
for directing its labors and distributing the produce thereof. In point- 
ing out this I point out the limits of the book. It takes a place among 
English and American literature which studies Economics from the 
side of demand, hoping thereby to simplify and vivify the science. 
Bohm - Bawerk is only quoted once, and not in a fundamental regard, 
and the whole European line of thinking, which has brought the social 
unit into greater prominence than the individual, is not taken much 
into consideration. 

The writing is certainly fresh, independent, clear and positive, but 
the author ought not to have made so much of his scaffolding [he 
quotes at great length from Jevons, Bain, etc.,] if he wished his work 








472 JOURNAL OF POLITICAL ECONOMY. 


to be a scientific contribution and not a mere Sedbsthefreiung. Then, 
too, there are many more reliable modern writers on scientific method 
than Bain, and—apart from his total neglect of Mill and Ricardo— 
Mr. Shirres might, as an Englishman and a Cambridge man, have done 
Political Economy the justice of connecting his work with that of Pro- 
fessor Marshall. [He quotes once from the Economics of Industry a 
description of a market, which is for beginners.] The best thing one 
can say about the book is that it treats its topic in a free, fresh way ; 
that it is what it pretends to be; and that it is distinctly interesting as 
coming from the legal, and utilitarian, and method point of view. 


The Tariff History of the United States. By F. W. Taussic, Ph.D. 
New York: G. P. Putnam’s Sons, 1892. 8 vo, pp. 344. 


State Papers and Speeches on the Tariff. With an Introduction by 
F. W. Taussic, Ph.D. Cambridge, 1892. 8 vo, pp. 385. 


The Tariff Controversy in the United States, 1789-1833. By O.L. 
E.uiott, Ph.D. * Palo Alto, California, 1892. 8 vo, pp. 278. 


PROFESSOR Taussic has enlarged the present, second, edition of his 
Tariff History by the addition of two new chapters: one, on the tariff 
act of 1890: the other, on some aspects of the tariff question. Other 
parts of the volume, more particularly the chapter on the tariff act of 
1883, have undergone revision. Whether this is the final form in 
which the work is to stand we are not told. But it is to be hoped that 
if it ever passes through a third edition, more extensive additions will 
be made in the parts of the book dealing with the earlier periods of the 
history of the protective system, and that some attempt will be made to 
introduce a greater degree of uniformity in the treatment of the sub- 
ject. In its present form the volume still preserves too many traces of 
the character of its origin as a collection of essays. This accidental 
method of treatment has not been without its advantages, for it has 
given to the separate parts of the book a certain freshness, directness 
and pointedness which might have been lost if the work had been 
originally planned to make a book. At the same time it suffers from 
lack of uniformity, balance and perspective. Some chapters are a 
history of legislation, pure and simple; others attempt to trace the 
economic effects of the tariff in the industrial history of the country. 
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The legislative history of the tariff from 1828 to 1861 receives scant 
attention, while for the same period an elaborate study is made of the 
industrial effects of the tariff. As it is the volume does not supply 
the reader with all the information he requires for an adequate under- 
standing of the history of our tariff system. No one, it is safe to say, 
is more admirably equipped to fill the gaps than Professor Taussig 
himself, and it is to be hoped that he will be stimulated to undertake 
the preparation of a third edition of his excellent volume with some 
such additions in view. 

No attempt is made at the discussion of general principles under- 
lying the tariff controversy, but, what is more valuable, a new method 
of approaching the examination of the effects of a protective tariff is 
struck out in the closing chapter on “Some Aspects of the Tariff 
Question.” This chapter may serve as a model of what a concrete 
investigation of a protective tariff should be. A discriminating 
analysis of the direction in which the development of certain more or 
less typical industries has been affected under the tariff leads Professor 
Taussig to the general conclusion that, under a system of restriction, 
as under a system of freedom of trade, the division of industry and 
the course of trade will be determined by the comparative advantages 
possessed by a country. This is an admirable example of the fruitful 
application of the historical method of reasoning ; but Professor Taus- 
sig is, at the same time, careful to point out the limitations of the 
proof and of the inductions. He writes with fullness and accuracy of 
knowledge, and with scientific reserve, and has, above all, showed how 
to avoid the deceptive trap of the post hoc propter hoc fallacy in the 
tariff discussion. 

Professor Taussig has brought together, in convenient form, in 
State Papers and Speeches on the Tariff, some of the more noteworthy 
utterances that the discussion of the tariff problem has drawn out from 
American statesmen of the first and second generations of our national 
history. The selection includes Hamilton’s Report on Manufaetures ; 
Gallatin’s Free Trade Memorial ; Walker’s Treasury Report of 1845; 
and the speeches of Clay and Webster on the tariff of 1824. Though of 
widely different intrinsic merit, all of these selections occupy a place of 
great importance in the history of the tariff controversy ; and though 
many of the arguments used in them are now obsolete thy are still 
stimulating reading. With the possible exception of Hamilton’s 
Report, each of the selections forms an interesting introduction to 
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some particular and important part of our tariff legislation. It is 
always a delicate question, in preparing a compilation such as this, to 
find a satisfactory principle of selection. The temptation to be gener- 
ous is hard to resist, but some things must be excluded though it is 
not easy to find good reasons for the discrimination. Without ques- 
tioning the wisdom of the editor’s selection, so far as it goes, it is 
suggested that John Quincy Adams’s Tariff Report of 1832 might 
appropriately have been included in the selection. That report bears 
all the marks of the individuality of its remarkable author, shows an 
entirely different way of dealing with the tariff question from the 
other documents and speeches in the selection, and-was not without 
considerable influence on the act of 1832. 

Dr. Elliott offers us, in his monograph, a detailed history of The 
Tariff Controversy in the United States from 1789 to 1833 with a 
summary of the period before the adoption of the Constitution. The 
essay is neither a history of legislation nor a history of the indus- 
trial effects of the tariff, but an account of the course of public opinion 
during the first two periods of our tariff history. The materials for 
the study are principally congressional debates, official documents, 
petitions, and newspaper discussion. All this matter, for the period 
under review, has been carefully examined by Dr. Elliott, and copious 
extracts reprinted. But the text is so overloaded with extracts of this 
character as to detract seriously from the interest of the essay, even 
for the special student. The multiplication of quotations on points 
that are already clear enough is frequently carried to the point of becom- 
ing painfully wearisome. It is no easy task to give an account of a 
congressional debate that shall be at once interesting and faithful. 
But it may be said with confidence that no one who attempts the task 
will succeed, unless he constantly seeks to avoid unnecessary difficulty 
for the reader by keeping superfluous matter out of the body of the 
text. One is justified in allowing himself great freedom in the use of 
footnotes in just such work as this. If Dr. Elliott had, furthermore, 
reminded himself that conciseness is essential to distinctness and con- 
tinuity of impression, he would have given his readers a much more 
satisfactory essay. As it is, it is hardly too much to say that Dr. 
Elliott has made it necessary for the reader to reconstruct large parts 
of the narrative in order to get a connected view. Scientific ambition 
should be discouraged from finding its satisfaction in mere bulkiness 


of production. A. C. MILLER. 





BOOK REVIEWS. 475 


Growth of English Industry and Commerce in Modern Times. By 
W. CunnincuaM, D.D., Cambridge: University Press, 1892. 


8vo., pp. 771. 


THE present, second and concluding, volume of Professor Cunning- 
ham’s important work on English economic history covers the three 
centuries since the accession of Elizabeth. Coming only a few years 
after his first volume, one is not surprised to find in it signs of hasti- 
ness and incompleteness. To compass the events and changes of the 
epoch marked by the rise and fall of the mercantile system and by the 
industrial revolution, within the limits of a single volume, is a task of 
no small difficulty. No one less skillful as a writer and less energetic 
as an investigator, than Dr. Cunningham could have accomplished the 
task in so short a space as three years. To have done it with a con- 
siderable measure of success is an achievement of importance. He can 
hardly, however, be said to have made the most of his opportunity. 
He certainly has not failed to produce a very interesting volume, but 
it is a volume that shows too clearly that very much more thought and 
labor must be expended in working separate parts of the field before 
such a book as he has set about to produce can be satisfactorily writ- 
ten. The present work is neither distinctively investigative nor alto- 
gether expository in character. It is an uneven mixture of both and 
reveals the inevitable defects of this method of treatment. At the 
same time, Dr. Cunningham’s work will fill, after a fashion, a large 
gap in English economic literature, and will, no doubt. be itself the 
means of stimulating an increase of scholarly interest in English econ- 
omic history such as will supply the shortcomings of the present work. 
If he has not himself written the economic history of England, he has, 
at least, the satisfaction of knowing that he has made it possible for 
others to write it. 

The volume is divided into three books on, The Elizabethan Age, 
The Stuarts, and The Struggle with France. The last book, which fills 
about two-thirds of the whole volume, is divided into three parts, 
dealing respectively with the periods 1689-1776, 1776-1815, and 1815- 
1846; and gives by far the most satisfactory account we have of the 
rapid and far-reaching changes that set in toward the end of the 
eighteenth century. A certain. mechanical regularity of treatment 
characterizes each of the three books. Each contains chapters on 
commerce, industry, agriculture, colonies, the poor, finance and 
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economic doctrine. The chapters on economic doctrine are especially 
good, not the least commendable feature of them being the copious 
extracts from writers and pamphleteers little known and less accessible 
to many students. It is when dealing with the history of opinion that 
Dr. Cunningham shows his real strength. He never treats it as a 
separate thing, but always in connection with the events and problems 
of the time. In this way he succeeds in infusing an element of color 
and vitality into the narration of events, and, at the same time, gives 
the reader a juster appreciation of the mercantalist and J/aissez - faire 
positions. 

In a field so comparatively new and so abounding in rich material 
and unsolved, and largely untouched, problems, much had to be 
altogether neglected or else sparingly noticed. It is doubtful, how- 
ever, whether the principle of selection adopted by Dr. Cunningham 
to guide him through the field will meet with general approval. His 
main object, he tells us, is to study the growth of English industry 
and commerce, and as “all growth means change we must concentrate 
our attention on the beginning of dach change” (p. 5). ‘In so far as 
what was once new became habitual and regular and normal, it may 
surely be left out of sight” (p. 8). This method of treatment is very 
apt to expose a writer to the grave danger of mistaking mere change 
for growth and of leaving the reader with a very imperfect and one- 
sided view of the causes and direction of economic development. 
Fortunately, Dr. Cunningham sometimes departs from his proposed 
method and then we get some really valuable views of the larger 
features of England’s economic development arid the state of indus- 
trial society at some particular period. But in the main we get little 
general description or explanation, but much detailed and confusing 
information about all sorts of projects and schemes; as if these had 
made up the most important part of the economic activity of the 
people. Indeed, one is sometimes ready to suspect that Dr. Cunning- 
ham measures economic activity in terms of legislative activity. At 
any rate, his work becomes at times little more than a naked history 
of legislation, without any attempt to estimate the character or extent 
of its influence. The economic history of England during the three 
centuries when her policy was more or less completely under the 
domination of mercantilist ideas, may, no doubt, be treated very 
successfully from the standpoint of legislation. But unless this mode 
of approaching the subject is followed up by a careful effort to ascer- 
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tain what effect was exerted by the legislation on the actual course of 
development, the study may prove fruitless and even misleading. 
For, few chapters in the history of institutions are better calculated to 
show the limited effectiveness of legislation than the history of the 
mercantile system itself. Nothing is clearer than that the facts were 
frequently far different from what the law had intended they should be. 

Dr, Cunningham says, those are doomed to failure who attempt to 
“explain the course of our history on the assumption that it has been 
dominated by the economic motives of self-interested individuals” 
(p. v). This may be; but this view is not so altogether apparent as to 
stand above the necessity of proof. For, however true it may be that 
-under the sway of mercantilism the free play of economic motives was 
sought to be restrained by the legislation framed by men “who tried 
to do their duty,” we have yet to learn that that system succeeded in 
supplying individuals with new motives. The history of the 
monopolies, patents, and trading companies, of class oppression, and 
rings and combinations to keep up prices, as told in the pages of Dr. 
Cunningham’s own history, is evidence that the merchant of the 
seventeenth century was no less eager or unscrupulous in the pursuit 
of wealth than his present-day successor. The contrary assumption 
which underlies so much of Dr. Cunningham’s explanation accounts 
for that perverse view which finds the potent cause of progress in 
legislation, and the material for an adequate understanding of 
economic history in Parliamentary proceedings. It is this method of 
dealing with the subject that leaves upon the mind of the reader of 
this volume an impression of crudeness and vagueness in spite of the 
evident signs of an industrious search for material, disclosed in the 
elaborate bibliography. The volume suffers not from dearth of matter 
but from lack of thought. The author’s judgments are often hastily 
formed, hints too frequently take the place of careful explanation, and 
difficult problems are sometimes avoided by the skillful turning of a 
phrase. Many instances might be mentioned in which Dr. Cunning- 
ham bases his judgments upon insufficient data. To take an example 
from a portion of English economic history with which most readers are 
quite familiar. It may be regarded as an open question just what effect 
the Navigation Acts, which gave English ships a monopoly of the 
carrying trade of England and her colonies, had upon the decline of 
Dutch commerce and prosperity. The best evidence Dr. Cunning- 
ham finds for the opinion that the policy of crippling the shipping 
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of the Dutch succeeded, is the strong fear the Acts excited in 
Holland. A reference to DeWitt’s /uterest of Holland is the only 
authority cited in support of this view. But DeWitt, who saw the 
measure come into operation, simply expressed the general apprehen- 
sion that was not unnaturally felt by the people at that time. It 
would be too much to deny that the Navigation Acts did not operate 
injuriously on the Dutch commerce, but it is, at least, a hasty judg- 
ment to conclude, without any attempt to test the contrary opinion of 
the author of the Commerce de la Hollande, that the Acts did it all. 


A. C. M. 





The Reciprocity Treaty with Canada of 1854. By FREDERICK E. 
Haynes, Pu.D. Publications of American Economic Asso- 
ciation, vol. vii., No. 6, November, 1892. 8vo., pp. 70. 


Tuis is a valuable contribution to American economic history. It 
gives a clear account of the treaty of 1854, showing the reasons for 
making the treaty, its action during the time it was operative, and its 
value to both countries. 

The writer deals with the third and fourth articles of the treaty, the 
third being a list of the articles placed by both countries on the free 
list, the fourth giving Canada the right to use Lake Michigan and the 
state canals along the border, and in return granting the same rights 
on Canadian canals and the St. Lawrence to the United States. The 
reasons for making the treaty are first considered. Attempts to secure 
such a treaty before 1854 show that there was a “substantial move- 
ment behind it,” and that it was not the product of merely momentary 
feeling, as is often supposed. Further causes leading to its adoption 
were the desire of England to put an end to a strong movement for 
annexation which had sprung out of commercial depression in Canada, 
as well as the wish of the United States to settle the troublesome fishery 
disputes. 

The account of the way in which the treaty was secured is very 
interesting. The Senate was evidently opposed to it, but a ten days’ 
social campaign, carried on by Lord Elgin, brought the treaty to a 
triumphant conclusion. The writer then passes to a consideration of 
the causes which led to the abrogation of the treaty, its operation being 
considered later. The financial necessities of the civil war were 
responsible for the abrogation, while the direct occasion was the bitter 
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feeling then existing between the United States and Canada. The 
writer lays great stress on the latter circumstance, evidently believing 
that the treaty would never have been abrogated had not the hostile 
feeling existed. Certainly the occasion was found here. But the Cana- 
dian treaty was entirely out of harmony with our policy of taxation. 
It would have been absurd to continue such a treaty while our tariff 
was being continually raised, and the government was “taxing every- 
thing in sight.” Further, the treaty interfered with the laying of 
internal taxes and with the placing of import duties on certain articles. 
It was also regarded as very unfair to the United States, both by its 
friends and its enemies, and the struggle was not for its retention, but 
for its revision. Another cause for discontent was the action of Can- 
ada in raising her tariff rates on our manufactured articles. The 
treaty dealt almost exclusively with raw materials, and, as Canada had 
no manufactures of importance, it was felt that the increase of tariff 
rates were decidedly unfair. 

Part III. deals with the working of the treaty. This is the most 
valuable part of the monograph. Carefully prepared statistics are used 
to give a clear insight into the action of the treaty. Nor does the writer 
make the common mistake of attributing the results of all the economic 
and political causes of the period to the treaty. In fact, he notes that 
it was only one of many causes, and that its action was seriously dis- 
turbed by the panic of 1857 and by the civil war. Keeping these 
facts in mind, he then undertakes a fair, calm and lucid discussion of 
the working of the treaty. One effect is very clearly shown by figures 
giving the amount of the trade for the twelve years the treaty was in oper- 
ation, the year 1856 showing an increase of $22,142,050 as against $9,- 
184,896 for the three years preceding 1854. It is also made evident 
that the abrogation of the treaty did not seriously disturb the amount 
of the trade. The fact is brought out that our trade with the Dominion 
is one of convenience. The amount of the trade in certain leading arti- 
cles is given, and a helpful division is made into products of agriculture, 
mines, forest and sea, and animal products. Imports of agricultural 
products were larger in both countries than those of any other class. 

The navigation of the St. Lawrence was of little value to us, while 
the privilege of using the Canadian canals was a source of strife between 
the two countries, and of very little benefit to either. 

An appendix contains a number of tables of statistics. 

R. CATTERALL. 
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Socialism and the American Spirit. By N. P. Gitman. Boston 
and New York: Houghton, Mifflin & Co., 12mo., pp. xviii, 
+376. 


Tuis book, by one who leans to a moderate individualism, is the 
best popular criticism of both the writings of Bellamy and the almost 
anarchistic individualism of Herbert Spencer, that has yet appeared. 
Mr. Gilman does not, however, fully appreciate the strength, or quite 
correctly state the ideals, of scientific Socialism, as distinct from less 
scientific but better known Nationalism. The latter proposes equality 
of reward, and speedy nationalizing or municipalizing of all capital. 
The former, as best represented now by the Fabian Socialists and the 
later views of Gronlund, proposes industrial reward by salary or wages, 
according to industrial achievement, and expects only a very gradual 
taking-over of business management by government, as one business 
after another shall first become a unified trust or monopoly in private 
hands. The justice, practicability, and difficulties of such an idea 
have been appreciatively but vigorously criticised by Graham, in his 
recent Socialism New and Old. 

Few modern Socialists would be greatly affected by any criticism 
of a Nationalism to come in 1950, unless at least accompanied by 
a vigorous treatment of the present growth of trusts, and of large for- 
tunes through individually unearned rise of land values, and gambling 
in the stock market; and a treatment further of the enormously 
corrupting influence exerted upon our legislatures, city councils, and 
assessors by those desirous of securing special privileges or of escaping 
their share of tax burdens. Yet only passing reference, in the main 
just reference, is made to such points by Mr. Gilman. 

Having been forced to say this much in partial criticism, it gives 
the writer of this review great pleasure to turn to the undoubted excel- 
lencies of this strong work. They largely consist in pointing out and 
urging such ameliorative measures as, on the one hand, the philan- 
thropic, rich, and far-sighted but justice - loving employer should enter 
upon ; or, on the other hand, such improvements as a more thorough 
application of admitted state activities can accomplish. Under the 
first head are placed industrial conciliation, arbitration, profit sharing, 
endowment of libraries, art galleries, etc. Under the second head are 
placed, among other things, compulsory education, factory legislation, 
sanitation, state and national commissions to control railroads and 
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trusts, and municipal ownership of water, clectric light, and gas works. 

Several short quotations will serve to indicate the spirit of the 
book. “The governing powers in America need purification to-day 
rather than an enlargement of their field.” “1f human society is now 
so evil as to need complete transformation after thousands of years of 
life on this planet, where is the just foundation for hope that all will 
be we!! under any scheme, since this is to be administered, of necessity, 
by the same human nature.” “One gives no sign of immorality, no 
indication of selfishness, if he expresses distrust of the fitness of 
Socialism — in the general sense of a ‘theory of government which 
favors the interference of the state in the affairs of individuals’—to 
promote the general welfare, and prefers the method of individualism.” 
“Socialism, when roughly defined as the doctrine that the welfare of 
all deserves first consideration, is commending itself more and more 
strongly to thoughtful minds of the present generation.” “There is 
no sentiment of individualism in this country strong enough to dis- 
courage the activity of the state in quarters where it would obviously 
be helpful to a large number of citizens, and where these could not 
reach the desired result otherwise except at a much greater outlay of 
time and trouble.” 

“That many of the undeniable corruptions of our political life result 
from the equal suffrage of all men, without regard to education or 
capacity, and that we have escaped our greatest dangers as a people 
through the counterbalance afforded by the free play of natural aris- 
tocracy in the industrial world,—these are considerations of the 
utmost importance which the Nationalist neglects.” “It is full time 
that the employing class, as a whole, should do something more 
toward the fundamental and rational settlement of labor troubles than 
simply to resist organizations of workingmen conscious of their power, 
but not yet wise enough to use that power fairly. We rightly con- 
demn the obvious excesses of the Knights of Labor, but even - handed 
justice will inquire what the aristocracy of the industrial world are 
doing to make the Knights of Labor superfluous. Let the salt of this 
world prove its saltness by its refreshing and saving power! To the 
thinker, before whose bar every man of action must in the end appear, 
to justify himself and his works, an employer content with simply 
opposing the follies of ‘organized labor’ has lost his savor. Only a 
change of head and a change of heart will save him from condemna- 
tion by that public opinion to which master and men are alike subject. 
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The duty of the employer to-day is plain, to take wise forward steps 
and do his share in the evolution of modern industry.” “The gospel 
and the law which should be vigorously declared to employers of labor 
as a class is not that the whole state of things which renders them 
possible is to be abolished, and that their great ability for business is 
henceforth to count for nothing: but rather that their present indi- 
vidualism is on a low plane; that they do not steadily show themselves 
such leaders as they might well be; that they fail to rise to the level 
of their opportunity ; and that their wealth has grown faster than their 
disposition or ability to make the best use of it.” 
EpwarpD W. Bemis. 





E. R. L. Goutp, Pu. D., The Social Condition of Labor. Baltimore: 
The Johns Hopkins Press, 1893. 8vo., pp. 42. 


Dr. GOULD is the well-known assistant of Mr. Carroll D. Wright 
in the Department of Labor, and in this monograph gives us some of 
the results of the study which that department has been making as 
to the cost of production of certain manufactured articles. The inves- 
tigation was entered upon at the request of the Ways and Means Com- 
mittee of the House of Representatives, but we are assured, and those 
who have studied the returns are convinced, that the work has been 
non - partisan and unbiased by political considerations. 

The facts presented in the present essay go to prove the generally- 
accepted theory that the laborer is better paid and also better - housed 
clothed and fed in America than in Europe. At the same time the 
author denies that European labor is, as a rule, worthy of the charac- 
terization “pauper.” The differences between American and European 
labor are not so striking as the majority of people have supposed, but 
they do exist, and they are in the direction of greater general prosper- 
ity for the former. They are worthy of very minute study, and this 
they cannot be said to have received in the book before us, which is 
merely suggestive. Still, the work is by no means of small value, for 
in it the author has not only suggested a number of interesting points, 
but in so doing has indicated several paths for future investigations 
that may be expected to render rich returns to the student who shall 
follow them. 

Perhaps the most interesting suggestion is the one brought out in 
connection with Table VIII., p. 34. Here are presented the facts for 
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the principal foreign countries, and for the various nationalities in this 
country, making possible a comparison of the immigrants of a given 
nationality with their brothers at home or with the Americans or other 
immigrants working beside them in this country. The table shows 
the average number in family, the number owning homes, the number 
of rooms per family, the proportion of families maintained by the hus- 
band alone, the earnings of the husband, the total income of family, 
and the annual expenditure per family (in amounts and percentages) 
for rent, food, clothing, books, etc., alcoholic drinks, tobacco and 
“other expenses.” These figures prove that while American wages and 
the American standard of living are higher than the European, this 
high standard is not maintained by the American-born alone. On 
the contrary, both the British and the Germans, who are considerably 
below him in their native lands, excel him in his own home. The fig- 
ures for “total earnings,” although they would not in themselves be 
decisive, will suffice as an illustration, since they represent the propor- 
tion very well. 


AVERAGE TOTAL YEARLY EARNINGS OF THE FAMILY.” 


Americans, - - - - - - $583.68 
British in Great Britain, - - - - 522.08 
British in the United States, - - - - 692.01 
Germans in Germany, - - - - 345.03 
Germans in the United States, - - - - 635.30 


Mr. Francis A. Walker’s article on Immigration, in an early 
number of the Yale Review,? will have an added interest in the light 
of these and similar figures. 

The author has depended largely on the vividness of his tables, 
and has not added much textual comment. Not all would be safe in 
doing this, but Dr. Gould’s experience as a practical statistician has 
enabled him to put his tables in excellent form. It is unfortunate that 
we have to depend so largely upon averages, against which so much 
has of late been said; but the liabilities to error are not great in this 
case, on account of the nature of the few industries involved ; and not 
only are they guarded against with considerable precaution, but, to 
make assurance doubly sure, they are carfully pointed out to the reader. 


FRANK R. HATHAWAY. 


*In specified industries. 
? Vale Review, vol. i. p- 125. 
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Publications of the Michigan Political Science Association. No. 1. 
May, 1893. 

THE first issue of the results of the new state organization in 
Michigan is highly promising. It has an especial value to economic 
readers because of the articles by Judge T. M. Cooley on State Bank 
Issues in Michigan—a Retrospect of Legislation and on Federal Taxa- 
tion of State Bank Issues. It would be fortunate if the history of state 
bank issues in each state could be recorded accurately and intelli- 
gently. 

On the mooted question of the repeal of the tax on state bank 
issues, Judge Cooley points out that, although the act of 1865 assumed 
to be an exercise of the power of Congress under the Constitution 
to tax, revenue was not the purpose of the legislation; that it was 
passed solely to force the retirement of state bank circulation. “Can 
it be,” asks the writer, “that the legislative authority, whose powers 
are specifically enumerated, can do, indirectly and under a pretense 
that is baseless in fact, what directly, under the exercise of any grant 
of authority made to it, it is incompetent to do?” To the common 
idea that the judiciary should regard the act, as trespassing the bounds 
of legislative authority, void, the writer demurs, claiming that the 
extent to which the authority shall be carried in its exercise rests with 
the legislative body. Further, he adds, in regard to the power to 
regulate interstate commerce: “ Did not this power in Congress to 
regulate interstate commerce carry with it, from the very nature of the 
case, the power to regulate the currency by means of which that com- 
merce was carried on and to relieve it of the embarrassments and the 
constant losses incident to the existing condition of that currency, and 
if so, was not a tax avowedly imposed for that purpose, and not pro- 
fessedly a revenue measure at all, as legitimate a means as any other, if 
it could be made to accomplish the purpose?” 

J. LAURENCE LAUGHLIN. 





American Marine. The Shipping Question in History and Politics. 
By Witiam W. Bates. Boston: Houghton, Mifflin & Co., 
1893. 8vo., pp. xiv+479. 

Mr. Bares has had one qualification for writing on the vexed ques- 
tions arising out of American shipping, in that he has been Commissioner 
of Navigation for the United States. As a consequence, this volume 
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contains much technical information of value relative to the admeasure- 
ment and register of vessels, which is helpful in these days when the 
International Institute of Statistics, under the direction of A. N. Kiaer, 
of Norway, is urging a common method of measurement and tonnage 
for all commercial countries. The Moorsom system adopted by Great 
Britain in 1854 was urged by the author and incorporated into our 
legislation in 1864. It is to be regretted, however, that recently 
alterations have been made in this system by some countries which 
have rendered comparative statistics more difficult. 

The author’s reading is wide and detailed. The pages are crowded 
with statements, historical and political, which show the interest and 
industry of a lover of his subject. It will be found that these bits of 
information are not scientifically correlated nor logically woven 
together. The technical information of real value and statistics of 
trade and tonnage are put together solely to prove an a@ grior? con- 
ception. The title of the book conveys an intention which is fully 
carried out. In calling it “The Shipping Question in History and 
Politics ” the author set out to make the book an elaborate argument 
for protection to all shipping interests, and there is no intention to 
entertain any arguments on the other side. The reader will find a 
strongly partisan treatment of all the political questions involved ; but 


or the policy of England the discussion, while unsympathetic, shows a 
knowledge of the material which is rare. There is, however, no scien- 
tific treatment of any of the economic questions involved, and the 
student is troubled by a regrettable absence of all citations of author- 
ities. L. 
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VOLUME NO. VII CONTAINS 


No. 1. The Silver Situation in the United States. 
118 Pages. Price, 75 Cents. 


F. W. TAUSSIG, LL.B., Ph.D. 


Nos. 2 and 3. The Shifting and Incidence of Taxation. 
190 Pages. Price, $1.00. 
E. R. A. SELIGMAN, Ph.D. 


Nos. 4 and 5. Sinking Funds. 


106 Pages. Price, $:.00. 
E. A. ROSS, Ph.D. 


No.6. The Reciprocity Treaty with Canada of 1854. 
FREDERICK E. HAINES, Ph.D. 


VOLUME VIII WILL CONTAIN 


No.1. Report of the Proceedings of the Fifth Annual Meeting. 


Six complete volumes of the publications, bound in cloth, sent post- 
paid, for $25; or bound in half-morocco, for $28. Single volumes, 
bound in cloth, $5; in half-morocco, $5.50; in paper, $4; subscrip- 
tion, $4 per year. Orders and subscriptions should be addressed to 


PUBLICATION AGENT 


AMERICAN ECONOMIC ASSOCIATION, 
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THE 
JOURNAL OF GEOLOGY. 


WILL BE ISSUED SEMI-QUARTERLY 


On or about the following dates: February 1, March 15, May 1, 
June 15, August 1, September 15, November 1, 
December 15. 


The immediate editorship of the Journal will rest with the 
geological faculty of the University of Chicago, under whose 
auspices and guarantee it is issued, but its policy will be open 
and comprehensive. The names of its associate editors are the 
best index of its scope and character. 


The class of contributions most especially desired will be 
found set forth in the first editorial. Articles on other subjects | 
of general interest will, however, be cordially welcomed. on- 
tributions have already been promised by several eminent | 
American and European geologists. 

Editorial communications and publications for review should ¢ 
be addressed to Editors Journal of Geology, University of | 
Chicago, Chicago, Ill., U.S.A. Publications intended for the | 


editors personally should be addressed to them by name. L 


Business communications, subscriptions, advertisements, etc., 
should be sent to the University Press, University of Chicago, 
Chicago, Illinois, U. S. A. e 


Subscriptions in America, $3.00 per annum. 


Subscriptions in other countries in the postal union, $3.50 per 
annum, 


Copies of “Distinct Glacial Epochs and the Criteria for 





their Recognition,” by Professor Salisbury, can be had for class} 


use at 10 cents per copy. | 
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